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A Theft Policy for Any Budget 


UST A FEW months ago, the Na- 
J tional Bureau of Casualty Un- 
derwriters introduced a new, low- 
cost theft coverage designed for a 
large potential market. The house- 
holder’s limited theft policy and 
endorsement provide a limited form 
of residence and outside theft cov- 
erage at a lower price for all those 
who are not interested in existing 
broader coverages at a higher cost. 

These limited coverage forms 
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By JOHN J. LEDDY 


are not intended to replace the resi- 
dence and outside theft policy. 
When possible the broader form 
should always be sold. Whether 
this new policy, or the residence 
and outside theft policy, or the per- 
sonal property floater, should be 
recommended, depends upon the 
particular needs of the client. 
The householder’s limited cover- 
age may be provided only for in- 
sureds living in private and two- 
family homes, apartments or flats. 
It may not be written for residents 
of hotels or on premises used in 
whole or in part for professional 
or business occupancy. Premises 


1 
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where more than two boarders or 
lodgers, other then relatives of the 
insured, reside with the insured, 
are also excluded. 

Reference to the insuring agree- 
ments will indicate that there are 
two major divisions: Coverage A, 
theft from the premises; and Cov- 
erage B, theft away from the prem- 
ises. These agreements are similar 
to those in the residence and out- 
side theft policy, but not identical. 
Under the broader form, Coverage 
A provides insurance in deposi- 
tories such as warehouses and 
banks, as well as at the premises. 
The limited form covers only with- 
in the described premises. 

As for the coverage itself, the 
policy agrees to pay for loss by 
theft from the premises of jewelry, 


sterling silver, furs and all other 
property. Scheduling of specified 
articles is not permitted. 


COVERAGE LIMITATIONS 


With respect to loss occurring at 
any part of the premises not occu- 
pied exclusively by the insured’s 
household, this insuring agreement 


applies only to property owned or 


used by the insured, or a perma- 
nent member of his household. 
Property of residence employees 
and servants is not covered in such 
circumstances. It is common prac- 
tice for residents of apartment 
houses to store property in base- 
ment storerooms. Property belong- 
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ing to a person who is not a perma- 
nent member of the household 
would not be covered in such a 
storage place. This limitation is also 
necessary when insuring multiple 
dwellings. Otherwise the company 
might be in the position of cover- 
ing every occupant of the building 
under one policy. 

Coverage B, theft away from 
premises, is substantially the same 
as under the broader form, with 
two major changes. It covers for 
loss by theft or attempted theft, 
vandalism or malicious mischief 
away from the premises of personal 
property owned or used by the in- 
sured or a permanent member of 
his household. Coverage applies 
anywhere in the western hemi- 
sphere. 

This coverage is subject to cer- 
tain special exclusions which are 
separate and distinct from the pol- 
icy exclusions. “Away from prem- 
ises” coverage does not apply to 
property pertaining to a business 
of the insured, or to the business of 
any other person whose property 
is covered on the premises. For 
instance, if a man brings property 
from his business into his home 
and it is stolen, the policy covers 
that loss, but it is not intended that 
the coverage away from the prem- 
ises include such business prop- 
erty. Furthermore, this coverage 
does not apply to property while 
at any dwelling owned, occupied 
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or rented to the insured person, ex- 
cept while such person is tempo- 
rarily residing there. This means 
that if an insured purchases insur- 
ance under Coverage B, he is in- 
sured anywhere away from his 
premises, and if he goes to a sea- 
sonal home in the summer or win- 
ter, the coverage continues to apply 
to his property in the seasonal 
home, but only while he is residing 
there. After he leaves to go back 
to his permanent residence, cover- 
age ceases within the seasonal 


home, and if he desires coverage to 
apply at both his seasonal home 
and his permanent residence, he 
must purchase additional coverage 
and pay an additional premium. 
A further exclusion is the loss of 
property while in charge of any 


laundry, cleaner, dyer, tailor or 
presser, except by robbery or by 
theft through breaking and enter- 
ing of the premises, nor is there 
coverage while the property is in 
the mail or in charge of any carrier 
for hire. Disappearance of prop- 
erty while in the custody of laun- 
dering or cleaning establishments 
is not covered. 

Coverage on property in the cus- 
tody of the insured’s children while 
they are away at school is re- 
stricted by a clause excluding any 
loss occurring in a dormitory, fra- 
ternity or sorority house. This re- 
striction is not found in the resi- 
dence and outside theft policy. 


A THEFT POLICY FOR ANY BUDGET 
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Another point to be remembered 
is the treatment of property unat- 
tended in automobiles, motorcycles, 
or trailers other than public con- 
veyances. Coverage is provided 
only if the loss is the result of forci- 
ble entry into such vehicle while 
all the doors and windows are 
closed and locked, or into a fully 
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enclosed and locked luggage com- 
partment. It is necessary that there 
be visible marks of entry upon 
the exterior of the vehicle. Under 
the residence and outside theft pol- 
icy, coverage in unattended auto- 
mobiles is entirely excluded unless 
the policy states that such coverage 
is to be granted and an additional 
premium is charged. If this cover- 
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age is included in the latter policy, 
it is not necessary that there be 
forcible entry into the vehicle. 

This new coverage can be pro- 
vided by the attachment of an 
endorsement to a dwelling fire con- 
tents policy, or to a personal lia- 
bility policy, or by issuance of a 
separate policy. The coverage pro- 
vided by each is identical but the 
rules governing amounts of insur- 
ance are different. In both cases 
the coverage is provided on a pack- 
age basis, including both Coverage 
A and Coverage B for a single rate. 
Rates are based upon the nature of 
the premises, the location and the 
amount of insurance. They are on a 
graduated basis with successive 
units of coverage costing propor- 
tionately less than the initial unit. 
Rates for apartments and flats are 
higher than rates for private and 
two-family homes. 


Basic ENDORSEMENT UNIT 


The basic endorsement unit pro- 
vides $500 Coverage A, and $125 
Coverage B, and may not be writ- 
ten for lesser amounts. There are 
sub-limits which restrict coverage 
on jewelry, sterling silver and furs 
to $250, and on securities to $250 
under the premises coverage. Cov- 
erage on money is restricted to $50 
under both premises and outside 
coverages. 

Additional units of coverage may 
be purchased at the successive 
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rates in multiples of $500 premises 
insurance with 25 percent of the 
amount of insurance automatically 
granted as away-from-premises 
coverage, subject to a maximum 
limit of $250. The sub-limits men- 
tioned above remain the same and 
are not increased, regardless of the 
number of additional units. 

Under this rule three units of 
$500 each, written at the succes- 
sive rates, would provide premises 
coverage of $1,500 and away-from- 
premises coverage of $250. Cover- 
age on jewelry, sterling silver and 
furs would be limited to $250, and 
coverage on securities to $250 at 
the premises, and money coverage 
limited to $50 both at the premises 
and away from the premises. 

Additional units may be pro- 
vided on a somewhat broader basis 
by charging the basic unit rate for 
all units, instead of the successive 
unit rates. Any number of basic 
units may be written for one in- 
sured. In such cases an additional 
endorsement must be issued for 
each such additional unit. Use of 
basic unit rates results, of course, 
in a higher premium. 

Using this method, three en- 
dorsements providing three basic 
units at the initial unit rates for 
each results in more coverage away 
from premises and on restricted 
items than the method previous- 
ly illustrated. Premises coverage 
would total $1,500, and away- 
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A low-cost coverage destined for a large potential market 


from-premises coverage, $375. Cov- 
erage on jewelry, sterling silver and 
furs at the premises would be $750, 
with a similar amount applying on 
securities at the premises. Coverage 
on money at the premises and 
away would be $150. 

One of the advantages to pro- 
ducers of attachment of the en- 
dorsement to existing fire and lia- 
bility policies, is the increase in pre- 


mium on these policies and resul- 
tant larger commission without any 
additional agency expense. How- 
ever, the same coverage may be 
provided by issuance of a separate 
policy. The policy may be written 
for a term of one or three years, 
and the endorsement may be at- 
tached to a fire policy written for 
a term of one, three or five years. 
If the premium is payable in ad- 
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vance, the three-year charge is 
two-and-one-half times the annual 
premium. If written on a five-year 
basis, the premium is four-and- 
one-quarter times the annual rate. 
There is no saving if a term policy 
is written on the installment pay- 
ment basis. In this case three or 
five full annual premiums must be 


charged. 


Basic Poricy UNIT 


The basic policy unit provides 
$1,000 premises coverage and 
$250 away-from-premises cover- 
age. A policy may not be written 
in lesser amounts. The same sub- 
limits, of $250 on jewelry, sterling 
silver and furs, and on securities 
within the premises and $50 on 
money, apply. Any number of 
these basic units may be written 
for one insured, provided that the 
initial $1,000 rate is charged for 
each unit. In these cases a separate 
policy must be issued for each 
such additional unit. 

Additional units of $500 each 
may be provided in one policy at 
the successive rates without in- 
creasing away-from-premises cover- 
age. Neither this coverage nor the 
sub-limits previously referred to 
may be increased, regardless of the 
number of additional units pro- 
vided on this basis. 

If the insured moves to other 
premises which he intends to oc- 
cupy as his residence, there is no 
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automatic transfer of Coverage A. 
It is necessary for the insured to 
secure a change of location en- 
dorsement. If the new premises is 
in a different rating territory, a pro 
rata premium adjustment will be 
made. 


TERMS DEFINED 


The unqualified word “premises” 
as used in the policy and endorse- 
ment, means the premises de- 
scribed therein, including grounds, 
garages, stables and other inciden- 
tal outbuildings. Loss by theft from 
such grounds and outbuildings is 
a common occurrence and is cov- 
ered, 

The word “theft” is defined very 
simply as “any act of stealing.” The 
controversial mysterious disappear- 
ance clause is not included. This 
underlines the fact that this is a 
theft policy, and mere disappear- 
ance is not presumed to be a theft. 
In such cases reasonable evidence 
must be adduced to show that a 
theft occurred. 

“Loss” by definition includes 
damage to the premises and to the 
insured property at the premises 
and away, caused by theft or at- 
tempted theft. Damage to the in- 
terior of that part of any building 
occupied by the insured at the 
premises and to insured property 
therein, caused by vandalism or 
malicious mischief, is also covered. 
Coverage on the building applies 
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only if the insured is the owner or is 
responsible for the damage. In no 
event does Coverage A provide 
vandalism and malicious mischief 
damage coverage to the exterior of 
the building, or property left on 
lawns, porches and elsewhere on 
the exterior portion of the premises. 
Vandalism and malicious mischief 
coverage also applies to the person- 
al property insured under Cover- 
age B. 

The general policy exclusions 
applicable to the entire contract, as 
separate and distinct from the spe- 
cific exclusions covering theft away 
from the premises, are as follows: 

There is no coverage of loss by 
theft or attempted theft, vandal- 
ism or malicious mischief com- 
mitted by a relative of the insured 
permanently residing with him. 
This is a reasonable exclusion, be- 
cause the property of such relative 
is covered under the policy, and it 
would not be proper to cover a Joss 
caused by someone whose property 
was also covered in the same home, 
to the same extent as the insured’s 
property is covered, Another ex- 
clusion is loss of any aircraft, auto- 
mobile, trailer, motorcycle, boat or 
its equipment, or of articles carried 
or held as samples, or for sale, or 
for delivery after sale, or loss of 
animals or birds. Boats are ex- 
cluded here, although they are 
covered under the residence and 
outside theft policy. However, it is 
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unlikely that persons for whom this 
coverage is intended will own 
boats. 

Furthermore, there is no cover- 
age for damage by fire, nor for loss 
sustained by a person not related 
to the insured, who pays board or 
rent to the insured. In other words, 
if a relative resides with an in- 
sured, his property is covered, 
whether or not he pays rent or 
board to the insured, but if a per- 
son who is not a relative lives with 
the insured and pays him board or 
rent, his property is not covered. 
The coverage does not apply if 
more than two boarders reside on 
the premises or if the premises are 
used for any purpose other than a 
private residence. The final exclu- 
sion is the war clause, in which the 
policy provides that it will not 
cover loss due to war, whether or 
not declared, nor loss due to in- 
vasion, civil war, insurrection, re- 
bellion or revolution, and confisca- 
tion by order of any government 
or public authority. 

With this new development a 
form of theft insurance is made 
available to a large segment of the 
public which was deterred by cost 
from purchasing one of the exist- 
ing forms. Among the best pros- 
pects for this coverage are the 
agent’s own clients who have not 
purchased a broader form of theft 
policy. Limitations of the form 
should be outlined to every pur- 
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chaser, and it should be made clear agent’s portfolio should enable him 
that the limitations are necessary in to better serve his clients and 
order to effect the premium reduc-_ should result in increased income 


tion. with little or no additional work or 
This timely addition to the expenditure of time. 
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“What a spot for a sandwich shop!” 





© In any community the financial 
institution, by its very nature, 
commands a high degree of 
public confidence and respect, 
and the producer who handles 
its blanket bond will benefit 
accordingly 


Bond Business Is Good Business 


N June of this year, bankers 
blanket bonds, Forms 2 and 24, 
for commercial banks, and insur- 
ance companies blanket bond, Form 
25, were completely revised. Broad- 
er and more modern instruments 
than ever before were made avail- 
able at no increase in cost! During 
the same month, a new blanket 
bond for life insurance companies 
was made available. These progres- 
sive developments were widely 
publicized at the time. 

Although only a few months 
have since gone by, it is likely that 
relatively few producers will re- 
member much about these changes. 
It has been estimated that 90 per- 
cent of the fidelity and surety busi- 
ness written in this country is 
handled by 10 percent of the pro- 


The author—Mr. K secre- 
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Travelers as supervising underwriter in 1940. 
He was appointed chief underwriter in 1944, 
and elected assistant secretary in 1946. 
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ducers. These proportions are prob- 
ably even more severe in connec- 
tion with blanket bonds for financial 
institutions. In more than a few in- 
stances, producers having a bank- 
ers blanket bond in their account 
do not really control it because, for 
lack of knowledge, they have re- 
lied upon a salaried company rep- 
resentative to set the case up origi- 
nally and to service it thereafter. 
For one reason or another, many 
producers seem to purposely avoid 
learning too much about blanket 
bond coverage for financial institu- 
tions. In a sense, the situation is 
similar to that of the youngster 
who described his attitude toward 
spinach by saying, “I don’t like 
spinach, and I’m glad I don’t like 
spinach, because if I did like it I 
would probably eat it, and I hate 
the stuff.” 

It is unfortunate that so few pro- 
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ducers have interested themselves 
in blanket bond business. The pre- 
mium potential, and therefore the 
commission potential, is huge. Gov- 
ernment records indicate there are 
over 200,000 financial institutions 
in the United States. Included in 
this category are banks and trust 
companies, securities dealers, stock 
brokers, investment bankers, in- 
vestment trusts, insurance compa- 
nies, building and loan associations, 
credit unions, securities exchanges, 
clearing houses and dealers in 


mortgages and commercial paper. 


At Least OnE BANK 


Throughout the country, in al- 
most every town of any size, there 
is at least one bank. The producer 
is undoubtedly a customer of one 
or more of the banks in his com- 
munity. In all probability he has a 
deposit account, and he may, if he 
is flourishing, make investments 
through the bank, use its trust 
services, and perhaps rent safe de- 
posit space. If not so fortunate, he 
may require the bank’s credit facili- 
ties. Through any of these transac- 
tions he has a wonderful entrée to 
discuss the bank’s insurance pro- 
gram. 

With respect to that program, 
the blanket bond carried by any 
financial institution is usually con- 
sidered its basic, truly fundamental, 
insurance coverage. It might well 
be that the blanket bond is the 
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most important item, insurance or 
otherwise, that the institution pur- 
chases. Banks and other financial 
organizations deal essentially in 
money and securities belonging to 
customers. They are the managers, 
custodians and general guardians 
of these valuables as they follow an 
intricate course through the maze 
of modern business transactions, 
and they must—as certain as we 
have death and taxes—return full 
value to the customer when the 
time comes to “give an accounting 
of thy stewardship.” The blanket 
bond, affording almost all-loss in- 
surance on those monies and securi- 
ties, accordingly assumes a role of 
vital necessity. Because this type 
of protection is so urgently needed 
by the financial institution, it will 
be found that practically every 
such institution now carries it. 
Thus, it is normally unnecessary for 
a producer to “sell” a financial in- 
stitution on the need for blanket 
bond protection. Accordingly, the 
real function of the producer in the 
financial institution field is to prop- 
erly service the needs of his client 
in connection with this coverage. 
The blanket bond is an extreme- 
ly broad and, in a sense, complex 
instrument. It is a type of insur- 
ance that calls for real assistance 
and service from the producer and 
his company. As indicated by the 
changes of last June, the coverage 
is constantly being improved and 
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modernized. It is the producer’s 
responsibility to be certain his cus- 
tomer is taken care of with modern 
and up-to-date coverage at all 
times. Surprising as it may seem, 
some financial institutions continue 
to be neglected by their agents and 
are allowed to carry what amounts 
to obsolete and old fashioned cov- 
erage. Of course, the producer who 
is “current” with respect to his 
knowledge of financial institution 
blanket bonds is constantly search- 
ing out prospects who have been 
thus neglected. 

A good working knowledge of 
financial institution blanket bonds 
is the prime requisite to successful 
handling of such business. Thus, 
producers, instead of avoiding this 
class of business which produces 
premiums of many millions of dol- 
lars each year, should accept the 
challenge and decide to learn 
enough about it to become a factor 
in the line. Without attempting any 
course of instruction here, it might 
be well, nevertheless, to outline 
briefly the general character of fi- 
nancial institution blanket bond 
coverage. It might be said without 
exaggeration that these bonds cov- 
er practically every insurable peril 
to the money and securities han- 
dled by a financial institution. 

In the normal blanket bond 
make-up, there are a number of 
separate insuring clauses. The first, 
and most important, is the em- 
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ployee dishonesty insuring clause 
which takes care of the majority 
of all losses under these bonds. 
Next, the so-called “on premises” 
insuring clause provides practically 
all-risk protection to money and 
securities while within offices or 
premises. The narrower forms spec- 
ify which premises are covered, 
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while the broader forms usually 
cover any offices or premises lo- 
cated anywhere. Then there is the 
“in transit” insuring clause to take 
care of losses to money and securi- 
ties in transit. The narrower forms 
normally provide protection while 
the money and securities are in 
transit in the custody of officers or 
employees of the insured, while the 
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broader blanket bond forms go so 
far as to protect such money and 
securities while in the custody of 
“any person acting as messenger.” 


ForGERY COVERAGE 


Losses through forgery or alter- 
ation are taken care of in a variety 
of ways, depending on the type of 
bond involved. In the blanket 
bonds for savings banks, savings 
and loan associations and credit 
unions, for example, there is a 
very brief forgery insuring clause, 
but it is just about as broad as can 
be imagined, covering “forgery or 
alteration of, on or in any instru- 
ment.” In the blanket bonds for 
commercial banks and those for 
stock brokers and securities dealers, 
the forgery coverage is usually split 
into two separate insuring clauses: 
one, to provide protection on 
checks, drafts and similar instru- 
ments, and the other to take care 
of losses involving securities and 
other written instruments (other 
than those covered by the check 
forgery clause) which have been 
forged, altered, raised, counter- 
feited, lost or stolen. The forgery 
coverage is usually optional, and 
may be excluded at a reduced cost. 

During the last war, because of 
the handling of United States sav- 
ings bonds by financial institutions, 
an insuring clause was incorporated 
in the appropriate blanket bond 
forms covering loss _ sustained 
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through paying, redeeming, or 
guaranteeing or witnessing signa- 
tures upon forged, altered, lost or 
stolen United States savings bonds 
or Armed Forces leave bonds. 

The most recent addition to the 
broader blanket bond forms is the 
counterfeit money insuring clause 
which provides indemnity for loss 
sustained through the receipt of 
counterfeited or altered paper cur- 
rency or coin. Most modern blanket 
bonds contain a clause indemnify- 
ing the insured for court costs and 
attorneys’ fees incurred in defend- 
ing any suit against the insured 
which, if successful, would result 
in a loss under the bond. It is note- 
worthy that the redemption of 
United States savings bond insur- 
ing clause, the counterfeit money 
insuring clause, and the court cost 
and attorneys’ fees provision were 
all added voluntarily by the com- 
panies without charge. 


EXCLUSIONS 


There are, however, a few basic 
and logical exclusions. Using the 
broader bond forms for the pur- 
pose of illustration, it will be found 
that forgery losses, if not covered 
specifically by one of the forgery 
insuring clauses or by the dishon- 
esty insuring clause, are excluded, 
as are losses resulting from military 
power and from disturbances of 
nature such as hurricane, cyclone, 
tornado, earthquake and volcanic 
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Financial institutions are looked up to as the ultimate in character 


eruption. Losses resulting from di- 
rectors acting in their directorial 
capacity are not covered, but this 
exclusion is not applicable to direc- 
tors performing duties usual to 
those of an employee, or when per- 
forming some specific duty as dis- 
tinguished from general directorial 
activities. 

The bonds do not cover losses 
resulting from non-payment of 


loans, unless they are the result of 
employee dishonesty or a type of 
forgery covered by the forgery in- 
suring clause. Losses from custom- 
ers’ safe deposit boxes are not cov- 
ered unless they result from em- 
ployee dishonesty and the insured 
is legally liable. Certain losses in- 
volving travelers’ checks are ex- 
cluded. No coverage is applicable 
where money or securities are in 
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the mail or in the custody of a car- 
rier for hire other than an armored 
motor vehicle company, and then 
only as excess over all other re- 
coveries. 


EXTREMES COVERED 


It was indicated above that these 
bonds cover practically every in- 
surable peril to money and securi- 
ties. As an illustration of some of 
the extremes in coverage, it may be 
surprising to some to learn, for ex- 
ample, that destruction of money 
and securities by fire would be cov- 
ered in most forms. In the broader 
forms there is indemnity for loss 
of privileges in connection with se- 
curities transactions, such as sub- 
scription, conversion, redemption or 
deposit privileges which could not 
be exercised because items such as 
warrants, rights and similar docu- 
ments had been temporarily mis- 
placed. 

In some forms there is coverage 
for loss through false pretenses, 
and in that connection there would 
be indemnity where a depositor of 
a bank induced a teller to give him 
funds in excess of the amount he 
had on deposit—a purposeful over- 
draft of his account. In some bond 
forms, a search for the broadest 
possible phraseology produced cov- 
erage for loss of money, securities, 
valuable papers and the like re- 
sulting from their “abstraction or 
removal from the possession, cus- 
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tody or control of the insured.” The 
broader forms provide indemnity 
for loss of money, securities and 
other valuables from the custody of 
a customer of the insured, if the 
loss occurs while the customer is on 
the insured’s premises. Recovery 
can be had for loss of, or damage 
to, offices, furnishings, fixtures and 
equipment caused by vandalism or 
malicious mischief. Money or se- 
curities in which a New York in- 
sured has an interest are covered 
if lost in some Chinese attorney’s 
office in Shanghai, or while in 
transit in the custody of a “coolie” 
messenger in that city. 

Certain of the bonds cover loss 
of office records, books and ac- 
counts, to the extent of replacing 
the blank papers and other mate- 
rials involved, plus paying for the 
clerical help necessary to transcribe 
data furnished by the insured to 
restore such records. Independent 
attorneys, and pensioned and non- 
salaried officers, are included as 
employees without charge. 


Forms DESCRIBED 


The producer should know what 
bond form to talk about for any 
particular type of insured. Forms 2 
and 24, for example, are designed 
for commercial banks. Form 24 is 
materially broader than Form 2, 
and of course calls for a higher pre- 
mium charge. Form 5 is designed 
for mutual savings banks. Forms 
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12 and 14 are for securities dealers, 
stock brokers and finance compa- 
nies. Form 14 is materially broader 
than Form 12, and calls for a high- 
er premium. Form 22 is designed 
for savings and loan associations, 
and Form 28 for credit unions. 
Form 25 is the bond for insurance 
companies of all types, and Form 
25-L is the new form for life insur- 
ance companies only. There are 
also a number of other, less fre- 
quently used, financial institution 
blanket bonds which, for lack of 
space, are not enumerated here. 


AMOUNT OF COVERAGE 


Producers interested in handling 
this business will want to be able to 
discuss intelligently the amount of 
coverage an insured should have. 


While the employee dishonesty ex- 
posure is the most important, it 
must be admitted that there is 
really no satisfactory formula to 
determine adequate amounts of 
coverage for it. It isn’t unusual for 
embezzlements, particularly in the 
financial field, to go on over an ex- 
tremely long period of years before 
they are discovered, and the defal- 
cation that starts with the “borrow- 
ing” of a small sum of money often 
results in a loss running into six 
figures or more. In this connection, 
some years ago an Illinois bank 
sustained a loss through employee 
dishonesty of over $3,500,000. As 
might be guessed, it did not have 
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sufficient coverage to take care of 
that loss. As if to preclude any 
thoughts that such a loss is unique, 
the current year produced one em- 
ployee dishonesty loss in the neigh- 
borhood of $2,400,000 in a bank in 
upper New York State, and another 
of $600,000 in a small Pennsy]l- 
vania bank. In each case, the 
amount of bond carried was far be- 
low the amount of the loss. It is not 
recommended that financial institu- 
tions carry sufficient coverage to 
take care of any possible loss they 
might sustain, because in the aver- 
age case that would represent over- 
insurance. At the same time, sufh- 
cient coverage should be carried to 
take care of losses that are more 
than merely a remote possibility. 
Extreme under-insurance is illus- 
trated in the case of a bank in 
North Carolina which recently sus- 
tained a dishonesty loss of $289,- 
000 and carried only a $10,000 
blanket bond. 


TABLES AVAILABLE 


To assist in determining reason- 
able amounts of coverage, certain 
standards are available. In the bank 
field, The Surety Association of 
America and the American Bank- 
ers Association have cooperated in 
establishing tables of suggested 
bond amounts, based upon the de- 
posits of a bank. Similarly, The 
Surety Association, after a careful 
study, has established a table of 
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suggested bond amounts for sav- 
ings and loan associations, based on 
assets. 

Those managing the affairs of 
financial institutions are vitally in- 
terested in preventing the occur- 
rence of losses. Sizable experience 
discounts are earned by a good loss 
record, but more important is the 
fact that the institution’s business 
reputation is severely shaken by 
the occurrence of a dishonesty loss, 
Financial institutions are looked up 
to as the ultimate in character and 
as the safest facility for the protec- 
tion of the money and securities of 
their customers. Their personnel re- 
ceive intimate details on the finan- 
cial affairs of their customers. In 
the event of a loss, particularly 
through employee dishonesty, con- 
fidence in the institution is mate- 
rially diminished and, accordingly, 
the most important single factor in 
the continued business success of 
the institution is destroyed. There- 
fore, to properly service financial 
clients, producers should have some 
knowledge of the basic concepts of 
loss prevention in this field. Their 
customers will look to them for as- 
sistance in this respect. It is not 
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contemplated that the producer or 
his company will assume the stat- 
ure of a certified public accountant 
in this connection, but it is ex- 
pected that the producer and his 
company will have sufficient expe- 
rience to know what weaknesses in 
operation or accounting are behind 
most financial institution losses, will 
be alert for these in any individual 
case, and will have some practical 
suggestions and recommendations 
as to how such weaknesses can be 
eliminated, 

Since the financial institution in 
any community by its very nature 
exemplifies “dignity” and com- 
mands a high degree of public con- 
fidence and respect, isn’t it logical 
that the producer who handles its 
blanket bond will benefit accord- 
ingly? Is it not likely that the in- 
stitution’s other insurance will go 
to the same producer? Because of 
the financial institution’s recom- 
mendation of this producer, 
whether actual or implied, shouldn’t 
the insurance accounts of others 
gravitate toward him? It is good 
business to handle financial institu- 
tion business. 








... ACCIDENT 


Accident Prone. At Camp Lejeune, 
North Carolina, an unlucky marine 
private first class petted a cat, learned 
too late it was a skunk; next day got 
badly stung by a hornet; the following 
day was bitten by a rattlesnake and 
hospitalized. On his way out, after 
being discharged, he stubbed his toe 
on the hospital steps, limped back to 
bed. 


... ACCIDENT PREVENTION 
Free Heir? In El] Paso, Texas, the ex- 
pectant fathers’ room in a new hos- 
pital has been equipped with two 
oxygen outlets. 


... AUTOMOBILE 


Vicious Circle. In Kansas City, Mo., 
two men were arrested for speeding 


while driving to a police station to 
post bond for a friend arrested for 
speeding. 


.. Fe 


Thorough Job. In Benton, IIl., a man 
who tried to get bees out of his eaves, 
lit some rags to make a smudge and 
destroyed the bees. He also burned 
his house to the ground. . . . Something 
to Remember. A man who fell asleep 
while smoking in bed, awoke to find 
a pile of ashes where his cork legs 
had been (Brunswick, Ga.). 


. .. MISCELLANEOUS 


*Snorganization. In Superior, Wisc., a 
railroad worker explained in court why 
he had assaulted three bunkmates with 
an iron poker: he suspected they were 
plotting an attack on him by snoring 
in Morse code. . . . Good News. In 


Spokane, Wash., six years after her 


dying mother told her to “hang on to 
that pillow and never give it away,” 
a woman decided it needed a new 
cover, ripped off the old one and 
found $1,000. 


... PLATE GLAss 


Own-Nose Biter. In Sheffield, England, 
a man pleaded guilty and was fined 
£50 for breaking a store window—de- 
spite his plea that he threw the stone 
in outraged innocence after being un- 
justly fined £10 for breaking the 
same window. 


. .. UNCLASSIFIED 
In Washington, the Army explained to 
the Department of Agriculture that it 
could not buy Agriculture’s dehy- 
drated surplus eggs because they do 
not meet Army’s buying standards 
approved by Agriculture. 








@ There is no better entree today 
into a personal insurance ac- 
count, says this author, than 
to call the attention of insureds 
to the many advantages and 
low cost of additional living 
expense insurance 


Tailormade Fire Protection 


40] DIDN’T NOTICE you had hands,” 

Eoted the tailor to his cus- 
tomer, upon being queried as to 
why he had not put pockets in 
the trousers of a finely tailored suit. 
It is one of the responsibilities of 
the tailor to keep informed of the 
standards and 
mode of dress of his clientele. His 
reply to the customer appears 
rather odd, but at the same time 
it would have been odd for the 
tailor to ask his customer in fitting 
whether he would like to have 
pockets in his pants. 


conveniences in 


As a man in need of medical at- 
tention, do you ask your doctor 
how much a visit will cost upon 
seeking an appointment for medical 
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counsel? You can imagine your sur- 
prise if the doctor were to tell you 
that in remedying your cold he 
could give you a prescription, but 
inasmuch as filling the prescription 
would cost $12, possibly you would 
prefer taking cough drops to soothe 
your throat while your cold runs 
its course. 

We don’t ask the doctor how 
much the visit will cost, nor are 
we reluctant to fill a prescription as 
long as we have confidence in our 
doctor. 

It is not unreasonable to com- 
pare the professional insurance 
agent to men of either of these 
professions. The agent must know 
the mode of life of his client. He 
must analyze the extent of his in- 
sured’s exposure to catastrophe loss 
and, too, he must be equipped to 
provide protection against incon- 
veniences of loss where appraisal 
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of the specific exposure to a peril 
outweighs the premium require- 
ment for protection against possible 
loss by such peril. At the same 
time, the agent must give prud- 
ent consideration and professional 
counsel in selecting protection in 
relation to the tariff his client’s 
pocketbook will bear. 

We are all aware that the agent 
has grown in stature in his ability 
to cope not only with intricate im- 
posed economic problems, but also 
with the problems in marketing in- 
surance to his buying public. This 
is gratifying. It has reflected a con- 
fidence in the companies to the ex- 
tent that the companies are better 
prepared to keep abreast of the 
demands of the market in insur- 
ance protection. The unprecedent- 
ed growth in premium income in 
the last ten years bespeaks the con- 
fidence the buying public has in 
the insurance agent. 

This confidence in the profes- 
sional agent must be perpetuated 
to maintain stability in the industry 
and to lend stability in our living 
in this economically unpredictable 
era. 


Is He Futty ProTrectTep? 


From the standpoint of the re- 
sponsibilities of the agent, as well 
as the company, in our present- 
day mode of life, let us look at our 
client’s present personal fire insur- 
ance protection—just as the tailor 


makes a fitting and the doctor < 
diagnosis. He has fire and extend- 
ed coverage insurance on the build- 
ing and on the contents. What 
would happen if this man’s home 
burned? He is provided with in- 
demnity for the settlement of mort- 
gage and his own investment to 
the extent of the limits of insurance 
protection in his policy. Even 
though he may have insurance to 
the full value of the property in- 
volved in the loss, we have not 
fully extended protection for the 
insured’s serious loss involved. 


Wuat Asout THE Pockets? 


Where is our insured going to 
live until his house is rebuilt and 
refurnished? What about the pock- 
ets in the pants? We are all aware 
of countrywide shortages in hous- 
ing, shortages in building ma- 
terials, and the premium on labor. 
These conditions are not improv- 
ing. If it took this insured one 
month, three months, five months, 
to return to permanent living ac- 
commodations, it is very likely that 
his extra expense during this pe- 
riod of emergency living would 
consume any surplus he might 
have, or force him to refinance 
permanent living accommodations 
at a cost beyond that to which he 
had become accustomed. That 
would have an effect upon our in- 
sured’s standard of living for years 
to come, 
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Look at this man’s bill (father 
of two children) for additional liv- 
ing expense during this period of 
emergency, over and above what 
he was accustomed to prior to 
loss, and I think you will agree 
that this is a coverage to which we 
must give attention. The exhibit 
below is for one month—multiply 
it by the conditions in your own 
community and the accommoda- 
tions of your own insureds. 


Normal Living Expense 


Mortgage 

Depreciation 

Property Taxes... os... 
Insurance 

Utilities 

Repairs 

Groceries 

Telephone 

Laundry 

Transportation 


$334.00 


Expense During Emergency 


Hotel (2 Br’s. @$6.00). . $360.00 
Meals (4 People @$3.50) 420.00 
Laundry 20.00 
Telephone 4.00 
Property Taxes 
Transportation (To Work) 
(To School) 


10.00 
10.00 


$839.00 


Expense During 
Emergency 
Less Normal Expenses... 334.00 
One Month Additional 
Living Expense 
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Obviously, this man should have 
had additional living expense in- 
surance endorsed on his policy. 
Additional living expense insur- 
ance protects the insured against 
the additional expense of main- 
taining himself and a family should 
his living accommodations be made 
uninhabitable because of a peril 
insured against, such as fire and 
windstorm. 


OTHER PossiIBLE EXPENSES 


It should be quite obvious that 
there may be other expenses not 
included in this bill-of-fare that 
would necessarily be additional 
living expenses in excess of normal 
expenditures, such as storage of 
undamaged furniture, maid quar- 
ters, heat, guests’ expenses, etc. It 
should be realized, too, that addi- 
tional living expenses could also 
be incurred through a partial prop- 
erty loss to the premises, such as 
smoke damage, kitchen fire, etc. 
It is the intent of the coverage to 
provide protection against loss due 
to necessary additional living ex- 
pense incurred by the policyholder 
in order to continue as nearly as 
practicable the normal conduct of 
the household, when the premises 
are rendered untenantable in whole 
or in part, until the insured re- 
turns to premises or to other per- 
manent quarters. This coverage 
begins at the time the quarters are 
rendered untenantable, and con- 
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tinues until the insured returns to 
the premises or to other permanent 
quarters, irrespective of when the 
policy expires, limited only by the 
total amount of insurance provided 
for this loss in the policy. 

It is not necessary that your 
client own his home. In the case 
of rented quarters, your client may 
have this coverage attached to his 
fire contents policy; or it can be 
written separately, which would 
particularly fit the man protecting 
his contents under a_ personal 
property floater. 

What would this protection cost? 
We must first bear in mind that 
the insured is limited in recovery 
in any one month to 25 percent of 
total amount of insurance provid- 
ed. With little if any exception, 
the rate is the rate applying to the 
building, or the 80 percent co-in- 
surance rate where the rate is 
based upon the application of the 
co-insurance clause. Also, with 
little if any exception, in cases 
where the windstorm rate is pro- 
mulgated based upon a deductible, 
the highest deductible rate is used 
although the deductible is not ap- 
plicable in this form of insurance. 

Using a building fire rate of 12 
cents and an 8 cent extended cov- 
erage rate, let us use the previous 
illustration of possible additional 
living expenses that would occur 
in a month: $505—in round figures, 
$500. It is suggested that the en- 
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dorsement or policy be written for 
at least $2,000, which would pro- 
vide for a maximum indemnity for 
any one month of at least $500. 
We would have an annual pre- 
mium requirement of $4.00. In the 
case of a three-year policy, this 
would be an average yearly cost of 


$3.33. 


Alfred P. West 


It is true, the premium volume 
to be expected from the promotion 
of this coverage would not be suf- 
ficient from the standpoint of agen- 
cy profit to warrant a concentrated 
effort. As a matter of fact, in talk- 
ing with a number of agents it ap- 
pears that this is the reason this 
coverage is not sold generally to 
the personal insurance buyer to- 
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day. However, in supporting the 
promotion of this protection let us 
not overlook its value in enhancing 
the agency’s good will today. The 
best advertisement an agency can 
get is through prompt and satis- 
factory loss settlement. It is not 
hard to visualize the value of the 
prompt payment of a loss due to 
extra expense for food and shelter 
at a time when the insured is prob- 
ably closest to wits end. 


Lonc REMEMBERED 


In this connection, we made a 
very interesting solicitation not too 
long ago in an attempt to sell rents 
insurance to a grocery proprietor. 
Upon finding that the grocer lived 
on the second floor, the need for 
additional living expense was 
brought to the insured’s attention. 
The man immediately indicated 
that he knew what we were talk- 
ing about because he knew of a 
party whose home burned four or 
five years ago, who had this cover- 
age. To use our prospect’s own 
words: “His agent put his family 
in a hotel and paid their expenses 
while the house was being rebuilt. 
He was so well pleased I remem- 
ber he wrote the agent a letter 
which was published in the news- 
paper and read over one of our ra- 
dio stations.” We were particularly 
pleased to hear this because we 
thought of the value of this ad- 
vertisement to the agency, and 
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here was an insurance buyer who 
vividly remembered it, even though 
the incident happened four or five 
years ago. 


A REAL MARKET 


In 1951, the National Fire Pro- 
tection Association estimated that 
340,000 homes were damaged or 
destroyed by fire annually. Add to 
this the number of apartments 
damaged or destroyed by fire; liv- 
ing quarters rendered untenantable 
by explosion, smoke and _ wind- 
storm, and you can readily see 
that there are many, many people 
forced to seek emergency living 
quarters. There is a real market for 
this coverage, and the principal 
benefit to you is in advertisement 
and good will. 

This is the key to the door of 
opportunity to increase personal 
insurance sales. There is no better 
entrée today into a personal in- 
surance account than to bring the 
insured’s attention to the value of 
this coverage, particularly as com- 
pared to its premium cost. 

The question is often asked how 
this coverage is sold. A short pro- 
motional letter with attention 
drawn to expenses with which one 
may be faced has proven effective, 
particularly when reference has 
been made to the fact that a tele- 
phone follow-up will be made. A 
letter of this type or any other pro- 
motional literature will not sell the 
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Where is our insured going to live . . .? 


coverage by itself, but rather tends 
toward educating the insured, and 
this in turn leads to ease in selling 


on contact. The mere question, 
“Where will you live after your 
home burns?” will lead you to a 
client’s interest. Test this on your- 
self and your working associates. 
This question, asked of an agent in 
a resort area, prompted a concen- 
trated sales promotion program 


due to the agent’s own fear of loss 
during the winter season when liv- 
ing quarters that were available 
demanded a high rental fee. 

It appears that best results to 
date have been received on anni- 
versary and renewal, at a time 
when premium payment is made. 
At this time, agents have indicated 
that they have been able to add 
the endorsement without previous- 
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ly contacting the insured, and that 
in preparing a premium invoice 
they have merely indicated that 
this coverage has been included in 
the policy. We have talked to some 
agents who indicated they simply 
added the coverage without both- 
ering the insured with an explana- 
tion. They felt that the need, par- 
ticularly in specific cases, was so 
pressing that they were obligated 
to provide the coverage in order to 
live up to what the insured ex- 
pected of the agency at the time 
of loss. Selling the new client, sev- 
eral agents have indicated that the 
protection is included in the initial 
quotation in the same manner in 
which extended coverage, in so 
many cases, received its initial pro- 
motion. 

There you have it! Let’s pre- 
scribe additional living expense in- 
surance for these reasons: 

(1) To display our know-how 

in providing required cover- 

age and down-to-earth evalu- 
ation of our client’s insurance 


needs, resulting in the per- 
petuation of our client’s con- 
fidence in our counsel. 
(2) To meet today the loss 
that our insured may suffer 
tomorrow—an invaluable ad- 
vertisement of agency service. 
(3) To increase our flow of 
personal insurance income by 
using this valuable protection 
as an entrée to the account. 
Today, competition is at a high 
pitch. The survival of the agent 
who is seeking his place and repu- 
tation as a professional counsellor 
is based upon his ability to service 
the insured’s account rather than 
merely sell a _ policy; although 
the glamour of a policy may be 
the stepping stone to an account. 
The professional agent must be 
alert to the symptoms and well in- 
formed to diagnose for the “peace 
of mind” afforded through insur- 
ance protection, in order to secure 
and retain the clientele and pre- 
mium volume so necessary to suc- 
cessful operation. 


Since the advent of the automobile, mankind is being 
divided into two classes: the quick and the dead. 





e Using the storekeepers’ lia- 
bility policy as a model, the 
author of this article outlines 
a step-by-step selling plan 
that can be applied to other 
lines as well 


A Pattern for Production 


O YOU, as an agent, want to 
D develop a method of increas- 
ing the number of insureds on your 
books? Whether you are just start- 
ing in the insurance business or 
have a well established agency, 
here is a pattern for production 
that will definitely pay dividends. 
Like the contractor, the engineer 
or the merchant, it is advisable for 
the agent to draw up a plan or 
pattern, so that his ideas will pro- 
duce the desired results. 

In presenting this program, the 
storekeepers’ comprehensive liabili- 
ty policy is used as the product, 
but bear in mind that many other 
lines of insurance can be used suc- 
cessfully. 

In “tooling-up” for production, 
it is important to understand some 
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of the key factors in successful sales 
promotion. Ask yourself these ques- 
tions: 


(1) Have I a product that will do 
more than the policy my prospec- 
tive assured may already be car- 
rying? 

(2) Is my approach to the pros- 
pective assured calculated to attract 
his attention and hold his interest? 


(3) Can I indicate the existing 
need for the policy? (Remember, 
if a prospect just wants a coverage, 
he won't necessarily buy; but if he 
needs it, the chances are he will 
buy it.) 

In answer to (1), let us deal 
briefly with the nature of the store- 
keepers’ comprehensive liability pol- 
icy, and then show factually that, 
when presented properly, the pol- 
icy is a definite door-opener. Inci- 
dentally, it is suggested that after 
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reading this article you obtain a 
specimen copy of the policy and 
read it thoroughly. 

The policy is designed for small 
stores, with certain exceptions 
listed in the liability manual, and 
it provides a comprehensive cover- 
age that every small businessman 
needs to protect his income and 
investment. In most cases the pre- 
mium is not high, and if the store 
owner already has an owners’, land- 
lords’ and tenants’ policy he will 
find that at slight expense, or even 
at a savings, he can more than 


double his protection and coverage. 

The storekeepers’ comprehensive 
liability policy is designed to pro- 
vide a standard limit of $10,000 
for both bodily injury and property 
damage, and also $250 medical 


payments with a total limit of $10,- 
000. The coverage includes acci- 
dents arising out of premises oper- 
ations, business operations away 
from the premises, product liability, 
completed operations, independent 
contractors coverage and contrac- 
tual liability with relation to lease 
of premises agreements, warranty 
of goods or products, agreements 
required by municipal ordinances. 

In the OL&T policy, the assured 
can have all of the above-men- 
tioned coverages, but he is auto- 
matically faced with a minimum 
premium for each. In the writing 
of coverage for small stores, the 


minimum premium requirements 
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on the OL&T policy can make a 
considerable difference, plus, of 
course, the important fact that with 
the OL&T policy you, as the agent, 
must select with the assured the 
hazards to be covered, whereas 
with the comprehensive policy all 
the hazards are included. 


A TRUE STORY 

Here is what an agent found in 
one actual case. His prospective 
assured, the owner of a small elec- 
trical appliance store, had an OL&T 
policy with $10,000/$20,000 limits 
for bodily injury and $1,000 prop- 
erty damage covering premises op- 
erations and product liability only. 
The product liability was subject 
to audit at the end of the policy 
year. The premium was $34.64. 
The sold his 
storekeepers’ comprehensive liabili- 
ty policy with limits of $25,000 for 
bodily injury and property damage 
plus the $250 medical payments, 
for a premium of $22. In this case 
the assured was not only given 
broader coverage, he also found 
a premium savings, and he found 
that an audit was no longer neces- 


agent prospect a 


sary. 

Surprising as it may seem, the 
“no audit” feature is often very 
appealing; for many small store 
owners have an aversion to open- 
ing their books. Evidence of the 
ability of the policy to act as a 
door-opener is that one new agent 
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sold 18 policies in one month, in 
many cases replacing existing 
OL&T policies, and also obtaining 
many new assureds and their en- 
tire insurance lines. 

Here are a few steps for agents 
to follow that will prove helpful 
in setting up a pattern for produc- 
tion. 

(1) First obtain from _ the 
company advertising media 
pertaining to the product. If 
a return address card is at- 
tached, be sure to complete 
all possible information on the 
card so that your prospect 
need only drop it in the mail. 
Remember, most people don’t 
like to answer questions. 
(2) Buy some special sta- 
tionery for your campaign 
with your letterhead at the 
top. This stationery should 
preferably have a pink back- 
ground. The reason for this is 
that pink has been proven by 
surveys made in direct-mail 
solicitation to be the most eye- 
catching color. If you hesitate 
to use pink, then yellow is the 
next most favored color. 

(3) Make up a special mail- 

ing list and either type or 

write the letter, remembering 
that a hand-written letter is 
more personal and eye-catch- 
ing. Make your letter brief 
and entirely positive; don’t let 
anything negative creep in. A 


sample letter might read: 
Dear Mr. : 

Enclosed you will find a de- 
scription of the policy that 
you should have to protect 
your investment and your in- 
come. A representative of our 
agency will call to see you 
next week. 

Very truly yours, 





Charles H. Bechtold 


(4) In sending out letters to 
prospects, try to mail them so 
that they will arrive on a 
Wednesday. If mail arrives on 
a week end or just before, the 
prospect will be more in- 
clined to disregard it because 
he may be thinking about the 
approaching week end. If the 
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mail arrives on a Monday, the 
prospect will be more likely 
to pass it by because of the 
usual work that accumulates 
at the beginning of the week 
or because thoughts of the 
past week end are still linger- 
ing. Usually on a Wednesday 
there is more time to give con- 
sideration to other matters. 
(5) The following week you 
make your personal calls. It is 
possible to make ten calls in 
a day. 


EsTABLISHING A NEED 


Now we come to the last ques- 
tion of establishing a need for the 
policy. First, you should prepare 
your sales kit in advance. You 
should carry two specimen copies 
of the policy with you. On one 
copy you underline the more im- 
portant points in red, and the other 
is typed out in a sample manner. 
You will also prepare several slips 
of paper with the following typed 
on them: 

“I guarantee to pay for any 
injuries caused by me or my 
employees in the conduct of 
my business, to a man’s prop- 
erty, whether real or personal, 
both for injuries arising out of 
the use of my premises and 
ways immediately adjoining, 
and for pursuits away from 
the premises that are neces- 
sary or incidental thereto. 
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“In this, I agree to pay all 
hospital bills, doctor _ bills, 
nurse bills, costs of judicial 
proceedings, lawyer fees, and 
any other cost or expense, as 
well as any judgment, regard- 
less of amount, that grows out 
of any injury caused by my 
business. 

“As a further guarantee to 
the performance of this con- 
tract, I pledge all real estate, 
personal chattels, and prop- 
erty of any kind which I now 
have or may hereafter ac- 
quire, accumulate or possess. 
Signed Storekeeper.” 
When you sit down to talk with 

your prospect you should give him 
the typed specimen copy of the 
policy, keeping the one with the 
important sections underlined in 
red to make certain that you bring 
out the important points. 

Do not fail to indicate to your 
prospect the excellent advantage 
of having medical payments. All 
store owners are interested in pub- 
lic relations and in retaining the 
good will of their clients. The 
medical payments provision will 
pay all medical bills up to the 
stated amount of the policy for 
injuries sustained by a customer, 
regardless of negligence. This is 
one of the key points of advantage 
over the usual OL&T policy. 

After discussing all of the points 
of the contract, the use of one of 





PATTERN FOR PRODUCTION 





A comprehensive coverage that every small businessman needs 


the aforementioned slips of paper 
can help to establish the need. By 
presenting the paper to the pros- 
pect and asking him to read and 
then sign the paper, you will in 
practically every case get an out- 
right refusal to sign. You can then 
point out that every day the pros- 
pect opens his door to do business, 
he has already committed himself 
to just what the paper says, regard- 


less of whether he signs or not. This 
method has proved successful in 
forcefully bringing home to the 
prospect the need for adequate 
liability insurance coverage. 

A recent survey has shown that 
most large and well established 
agencies have failed to point out 
to their assureds the advantages of 
the storekeepers’ comprehensive 
liability policy. One such agency 
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with a casualty volume of over 
$150,000 does not have one such 
policy on the books. A survey has 
shown that there. are very few 
small store owners who have been 
approached with descriptions of 
the coverage. An enterprising agent 


has a wide-open field where he 
can establish in his client’s mind 
that here is an agent who knows 
his business. In all likelihood he 
will pick up the prospect’s entire 
insurance line. Pattern your pro- 
duction today—it really pays! 


“I can’t talk now, Fred—the boss wants to see me in the office!” 
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THE “LEAN” LOOK. Clinging almost horizon- | BROADSIDE INTERFERENCE. Victims are being 


taliy to the steep slope is the rear car of this 


carried from the wreckage of this passenger train 


four-car passenger train after it left the tracks after the engine of a freight rammed into its side 
and plunged down a steep embankment. Two at an intersection, bending side of car into a ‘U”’- 
persons were killed and 20 injured in the accident. shape. Three persons were killed, 13 injured. 


A Train 


BURNING QUESTION to the asbestos-clad 
firemeh is how to get close enough to this 
blazing B-29 bomber to put out the fire. The 
entire bomber crew was able to parachute 
to safety before the plane crashed. 


Plane y 


PLANE TRAGEDY. All of the four persons riding in 
this light plane death when their craft plummeted 
down upon a parked automobile—which fortunately hap- 
pened to be unoccupied. Accident occurred in a downtown 
area during the day, in full view of many persons. 
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DEATH IN THE RAIN. Convertible in fore- TROUBLE BREEDS TROUBLE. After being involved in* 
ground was being pushed by a sedan during collision with another vehicle, this car crashed through sid 
heavy rain when truck hit from behind, de- of house into living room. A woman inside was serious! 
molishing it and killing both occupants. A pas- injured as she was pinned to the wall, and car had to b 
senger in the convertible was also killed. backed out to release her. Driver was not badly hurt. 


A Motor Vehicle 


BULGING AT THE SEAMS. This burning HOLE IN THE WALL. The gaping hole in this building 
waste products warehouse is fast becoming a was caused by an explosion which in turn was set off by 
waste product too, as it swells under pressure of a devastating fire which roared through four adjoining 
water from firem hoses. One fireman was business establishments. Fifty persons were injured, and 
injured, and damages were estimated at $50.000. one fireman lost his life while fishtine the blaze. 





ATH BY TRAIN. A father a his two DEATH BY FIRE. Five persons Seat their lives in this burned 
ughters were killed when this car was hit by and shattered wreck which used to be an automobile before 
train at a crossing and pushed 500 feet until it crashed with a trailer truck. Both vehicles burst into flames. 
plunged off overpass. The mother survived, Driver of car, his wife and two children 3 and 5 were 
it was critically injured. killed. A 15-year-old girl passenger died later. 


Fire | 


HRISTMAS CALAMITY. One hundred and twenty-five cartons GRANARY FIRE. Firemen on swaying lad- 
f Christmas toys went up in smoke as fire ripped through this ders vainly try to subdue this raging fire which 
ne-story warehouse, reducing it to a flimsy skeleton. Also demolished a four-story grain elevator building. 
estroyed were two box cars and a cabin cruiser. No one was Two firemen were injured, and estimated 
jured, but the damage was estimated at more than $1,000,000. damase was $200,000. 





LOG JAM. What if he'd been in there at the time? He was! 
And escaped with only seconds to spare, as this huge oak 
tree crashed in his path during a heavy thunderstorm and 
Above, 
examining the damage done to his automobile. 


jammed itself across the front seat. 


A Lightning 


FLOORSLIDE. About 25 feet of each floor 
of this office building collapsed into an 
excavation being dug next door. All em- 
ployees escaped injury, some by smashing 
through plate glass windows. 
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CHIMNEY SWEEPING. Firemen in this 
hospital are cleaning up debris in the 
women’s surgical ward, after an eight-foot 
chimney, struck by a lightning bolt, crashed 
through the roof, injuring four persons. 


lucky driver is 


Miscellaneous ¥ 


SURF ON MAIN STREET. Breaking waves are dashing 
high on this city street, after a major service main was 
broken, pouring tons of water over the surrounding area. 
Scores of automobiles—some of them visible in the picture 
below—were swamped and many basements were flooded. 


jam 





Court 


Decisions 


LV 


ALAN GRELLER, LL.B. 


Liability of Bakery—As a housewife 
was eating a cruller, which had been 
purchased in a bakery and brought 
home by her daughter-in-law, she 
felt a sharp pain in her throat. For a 


number of days after that, she was 
troubled with swelling and sharp pain 
in her throat and was treated by a 


physician for inflammation of the 
pharynx. Finally, nineteen days later 
she coughed up a small splinter. 
Claiming that she was injured by eat- 
ing the splinter in the cruller, she and 
her husband sued the bakery and they 
recovered judgments for $500 and 
$390 respectively. The appellate court 
affirmed them. (Danker v. Fischer 
Baking Co. (New Jersey 1949) 68 A. 
2d. 774.) 
a 

Liability of Sports Promoters—Two 
sixteen-year-old boys entered an arena 
to watch a wrestling show. Instead of 
taking regular seats, they sat on a 
platform or alcove about 15 feet 
above the floor and 5 feet above the 
last row of seats. During the last 
match, the floor of the alcove col- 


lapsed, throwing the boys to the 
floor and injuring them. Suit was 
brought on their behalf against the 
promoters. The boys claimed that one 
of the promoters had given them per- 
mission to sit on the platform but the 
promoters denied this, insisting that 
they had been told several times to 
leave the platform. On the second 
trial of the case judgments were ren- 
dered in the boys’ favor, which were 
affirmed on appeal. (Wright v. Down- 
ing (Utah 1949) 211 P. 2d, 211.) 
7 7 7 

Liability of Theatre—As a woman was 
walking down the aisle of a moving 
picture theatre, she fell into a hole in 
the floor where an iron grating, an out- 
let for a hot air furnace, had become 
displaced and was lying diagonally 
across the opening. She sued the thea- 
tre owner to recover for the injuries 
resulting from the fall and was award- 
ed $2,000 by the jury. The trial court 
suggested a $500 reduction. The judg- 
ment was affirmed on appeal. (Smith 
v. Sloan (Tennessee 1949) 225 S. W. 
2d. 539.) 
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“I like to eat here. It’s just like home.” “You mean I have to turn ’em all 
around?” 
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© Two heads are better than 
one, says this agent, in a lively 
description of how he went 
about finding and establishing 
a partner for his agency—plus 
some general tips on building 
business 


An Agent Takes a Partner 


HE EpIToRS of the CASUALTY & 

SuRETY JourRNAL have been 
kind enough to ask me to carry on 
the story of our agency in Cleve- 
land, Tennessee, from the place we 
left it at the close of my article on 
“One Agent’s Public Relations” 
two years ago.* 

The Hyde Insurance Agency at 
the age of two and one half years 
had reached the point where it 
seemed wise to expand in capital 
structure and manpower, and in 
April 1949 I began thinking of tak- 
ing in a partner. As those things 
sometimes happen, I heard of a 
man of my kind who had been 
looking all over eastern Tennessee 
for an agency to buy into. That is 
where my partner, Alex. H. Pegues, 


The author—Mr. Hyde is a partner in the 
Hyde & Pegues insurance agency in Cleve- 
land, Tenn., and chairman of the public re- 
lations committee, Tennessee AIA. He was 
formerly a fieldman for the Insurance Co. of 
North America, later became manager of 
their Cincinnati office. Before moving to 
Tennessee in 1946, he owned an agency in 
Peoria, Ill. 


*October 1949—Ed. 


By SALEM HYDE 





came into the picture; on May l, 
1949, the agency became Hyde & 
Pegues Insurance Agency. 

How did we go about this part- 
nership business? I had come to 
town a stranger, and here another 
stranger wanted to cast his lot with 
me. We took to each other right 
away. I was a “damyankee,” he a 
“deep-dyed rebel,” born in Mis- 
sissippi, educated at the University 
of the South, and processed through 
a variety of insurance company 
connections in Texas. He wore the 
coveted C.L.U. degree; but for sev- 
eral years he had been in the gen- 
eral insurance business in Weslaco, 
Texas, and preferred it to life in- 
surance. He was the same age as I. 

We were put in touch with each 
other through a couple of mutual 
banker friends. When he arrived at 
my office we found that we had the 
same ideas as to how the general 
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insurance business should be run. 
He was impressed by the survey 
work I had been doing; I was im- 
pressed by the self-evident char- 
acteristics of a thoroughly trained 
salesman. In our first interview we 
got down to brass tacks immedi- 
ately. He asked if I had any idea 
as to what I would take for a half 
interest. I said, “Mr. Pegues, I 
know precisely to the penny what 
a half interest in this business is 
worth.” Readers of my last article 
may remember that soon after es- 
tablishing my agency, I put a 
C.P.A. in charge of its finances. 
Prior to Mr. Pegues’ call, I had 
simply asked my C.P.A. what I 
should ask for a half interest. I 
mentioned the figure, explained 
how it had been calculated, and 
Mr. Pegues said, “I think that is 
very fair and reasonable.” 

What next in cooking a partner- 
ship deal? Well, we both had wives, 
and I asked the Pegues, out to 
the house. We spent the evening 
together, and our wives seemed to 
get along fine. After we had parted 
for the night, I guess both couples 
chewed the situation over pretty 
thoroughly. At any rate, the next 
day we were in my C.P.A.’s office 
to jell matters, a partnership agree- 
ment was drawn (my C.P.A. was 
also an attorney) and in a few days 
we went into action as Hyde & 
Pegues. 

I say “went into action” advised- 
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ly, because within 48 hours we had 
all Hyde Insurance stationery over- 
printed in red, with Hyde & Pegues. 
We had my hide trade-mark re- 
drawn, with the Hyde amplified to 
Hyde & Pegues. We had a new cut 
for the newspaper and a large ad 
run immediately. We had a letter 
out to the entire mailing list im- 
mediately, telling all about Mr. 
Pegues, his C.L.U. and even how 
to pronounce his name—“pig-eeze.” 
We had all signs changed, even to 
repainting a Crosley automobile 
that belonged to the agency. The 
change was complete and swift, 
our public notified immediately. 
Then we went to work. 


ESTABLISHING THE PARTNER 


Right away I was faced with the 
job of putting over my partner to 
my friends, establishing him as 
quickly as possible into the local 
scene. I belonged to the Rotary 
Club, so he joined the Kiwanis 
Club. As we were both Episco- 
palians, it was a small matter to get 
him started off immediately at my 
church. My wife had a “coke” 
party to introduce Mrs. Pegues to 
all the ladies in our circle of 
friends. All of this was fast and 
furious—Hyde & Pegues had no 
time to waste—work had to be 
done. I don’t believe any partner- 
ship ever became a reality any 
more quickly than did ours. 

Within 60 days after the forma- 
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tion of the partnership, Tennessee’s 
Financial Responsibility Law be- 
came effective. We did a land office 
business during June and July: We 
advertised automobile liability in- 
surance by direct mail to our mail- 
ing list, in the newspaper and by 
radio. We had a sign made to run 
across the tops of our six windows 
advertising automobile liability in- 
surance. We offered immediate, 
“while-you-wait” service, and usu- 
ally delivered each policy before 
the client left our office. This rush 
of automobile business was made 
to order for the introduction of our 
partnership. It introduced Pegues 
to a large segment of Cleveland 
people and got him into business 
as a hard-working insurance man 
immediately. 

To show what a partnership will 
do, and that two heads are better 
than one, up until Pegues joined 
the firm I had been satisfied to 
write $500 medical payments on 
automobile liability policies. Peg- 
ues thought we ought to offer noth- 
ing but $2,000 medical payments, 
and he was right. Since June “49 
we have forgotten anything but 
$2,000, and nine out of ten of our 
policyholders have it. 

As soon as the automobile rush 
was over, polio insurance took the 
country by storm and Hyde & 
Pegues jumped right in. For the 
polio campaign we took on a solici- 
tor and he did a bang-up job. We 
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had no epidemic near us except the 
policy epidemic we promoted. We 
are now renewing all of these polio 
policies, put on the books two years 
ago. 

The partnership was a _ wise 
move, and Pegues and I have both 
profited by the happy union we 
made in May 1949. Up until the 











Salem Hyde 


partnership was formed, the agen- 
cy was going through an expensive 
promotional period. We decided 
that advertising would have to be 
cut down wed have to go 
after some of the bigger business in 
town. 

Although I had been making 
surveys from the start of things, we 
began to go after more and more. 


and 
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One of our companies provides a 
survey service, and for the average 
job we used this service. For the 
more involved accounts we made 
our own surveys which are always 
more intimate, more detailed and 
more thorough. We have been able 
to bring back to Cleveland a great 
deal of the insurance that had been 
finding its way into the hands of 
direct-writing companies. A com- 
petent survey, well presented, goes 
a long way toward offsetting a 10, 
15 or 20 percent dividend. 


SERVICE IN PRACTICE 


> 


“Service” is a word that is so 
abused that I almost hesitate to 
use it; but we have tried to make 
our use of the word mean some- 
thing. Whenever we are asked for 
a quotation or for any information, 
we make it a point to get the an- 
swer at once. This often entails 
long distance calls that we don’t 
hesitate a minute to make. We get 
the answer and get it quick. We 
deliver all policies, except the few 
that have to be written in home 
offices, the day we get the order. 
If we can’t deliver a policy at once, 
we deliver a binder. Some of our 
assureds can’t believe the sudden- 
ness of our policy delivery. We 
sold a blanket position bond to a 
manufacturer at 2:30 one Friday 
afternoon and delivered it Satur- 
day morning—this took some doing 
on our part and on the part of our 
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company, but that is what we are 
here for, and our companies go out 
of their way to cooperate with us. 


Futiy Insurep By H. & P. 


Our marine business flabbergasts 
some insurance people, and we 
hope it flabbergasts our clientele. 
I used to be a company “marine 
man,” and I am proud to believe 
we have about as good a marine 
office in Cleveland, Tennessee, as 
any company has in Atlanta. We 
write all our marine policies in our 
office except bridges, jewelers 
block and yachts. The yacht poli- 
cies we order by telephone and 
deliver within 24 hours. Cleveland 
is a stove-making center, and we 
are able to boast that every stove 
leaving town is insured by Hyde & 
Pegues. Right now, despite deep 
sympathy for the insuring com- 
pany, we are basking in the sun- 
shine of having been able to tell 
one large manufacturer recently, 
“Yes, sir, tell the Santa Fe to 
deadhead that car back from 
Kansas City and our surveyor will 
be on hand when it gets here.” 
That carload, full of gas ranges, 
was caught in the Kansas City 
flood. It was fully insured by Hyde 
& Pegues. 

We practically knock ourselves 
out taking care of marine business— 
outboard motors, fur coats, live- 
stock, parcel post and so on. We 
find it a line of insurance that other 
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Hyde (l.) and Pegues ( 1) I have ‘iaaih that scaliaidlin pays 


agents neglect and that usually ap- 
peals to the purchaser as some- 
thing novel—and a subject for talk- 
ing over with his friends. When we 
get a loss under a marine policy, 
we are often able to deliver our 
check when we take the proof. 
That brings us to losses in gen- 


eral. We know that the reason for 
a person’s paying us a premium is 
that that person figures he might 
have a loss. When he has that loss 
for which he has paid us a pre- 
mium, including commission, we 
try to see that he gets what he paid 
for as soon as possible. Most losses 
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really don’t require the services of 
an adjustment company, and where 
there is no real need for a profes- 
sional adjuster, we avoid calling 
one. We get right out to the cus- 
tomer at the first call and usually 
carry a proof with us. 
Prompt CLAIM SERVICE 

Our claim service is really talked 
about. As an example, one of our 
larger assureds called one day to 
say that his tractor hauling a rig 
of lumber across the street from 
one part of his plant to another had 
run into an out-of-town car and 
damaged one side of it. The people 
in the car were from Kentucky, 
en route to Florida on vacation. 


The circumstances left no doubt of 
liability, and we said we'd be right 


there, but for the owner of the 
damaged car to go at once to a 
nearby garage and get an estimate 
of the damage. Now, what papers 
do you think we took with us to 
look into this accident? We took a 
State of Tennessee accident report, 
our company’s notice of accident, 
a claimant statement form, a re- 
lease form and a check. When the 
poor fellow from Kentucky came 
back to our assured’s from the ga- 
rage with an estimate, we were 
ready with some sudden service. 
We filled out all the papers and 
within an hour after the accident 
the vacationers were on their way 
to Florida with the money for 
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their damage. Our assured had 
never seen anything like it. Ordi- 
narily those people would have 
had to spend the night in Cleve- 
land while an adjuster came up 
from Chattanooga. Such service is 
talked about. 

Advertising first built our busi- 
ness, along with a down-to-earth, 
man-on-the-street public relations 
program, but neither of these will 
build an insurance agency unless 
the agent can back up the bally- 
hoo, and that’s what we have 
proved to our customers. When we 
use the word “prompt,” we are 
prompt. When we say “Policies is- 
sued while you wait”—we deliver 
the goods. When we say “Twenty- 
four hour service,” we are thinking 
of our bedside telephones. 

KNOWLEDGE OF INSURANCE 

Our business after five years 
from scratch in a strange town, 
will run well into six figures this 
year and is increasing each month. 
We have mentioned the advertis- 
ing, the surveys and the attention 
to losses. Perhaps the most impor- 
tant asset in the development of 
our agency is the general under- 
lying knowledge of insurance which 
both partners have. We go to con- 
siderable expense — spend many 
hours of study, keeping ourselves 
posted. We subscribe to several of 
the leading trade journals and. spe- 
cial insurance publications and 
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services. We have an extensive in- 
surance library. We keep in touch 
with many things through partici- 
pation in the activities of the Ten- 
nessee Association of Insurance 
Agents. We have been influential 
in forming a local association of in- 
surance agents. All of these things 
keep us abreast of new develop- 
ments in the insurance business. 
There are many things yet 
about which I would love to tell if 
space permitted. In June 1950 my 
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son completed a year of graduate 
study in insurance at the Wharton 
School in Philadelphia. He is now 
financial manager, bookkeeper, boss 
of the budget and a good producer 
for Hyde & Pegues. My partner 
and I are thinking of letting him 
have a small slice of the business 
before long—but we're waiting to 
see how he made out with his 
C.P.C.U. exams before we say too 
much, We want a C.P.C.U. in the 
office to balance Pegues’ C.L.U:! 
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“But I tell you I didn’t stop here— 
I’m stalled here!” 


“I think it would look better on that 
side, don’t you?” 





INSURANCE FACT-O-GRAMS 


7X LIABILITY INSURANCE = 
ICY PROTECTS ONE'S HOME... 





, 
cc! INSURANCE 1S THE 
CASUALTY LINE IN THE U.S. DND 
ABROAD! STEAMBOILER INSURANCE 
RANKS SECOND OLDEST IN THE 
CASUALTY FIELD! ACCIDENT Pouicies 
WERE ISSUED AS EARLY AS 1850! 








Reo-crcep FIREMEN Moved 
THEIR FIRE TRUCKS TO A PUBLIC 
GARAGE \WHEN STATE INSPECTORS 
CONDEMNED A FIRE HOUSE AS A 


FIRE HAZARD...) A NORTHERN 
NN. VILLAGE ! 





TATISTICS SHow THAT ALTO 
DRIVERS UNDER AGE 25 HAVE 
RA FAR WORSE ACCIDENT RECORD 
“THAN MORE MATURE moTORISTS ! 
As A CLASS, YOUNG DRIVERS 
LACK THE SUOGEMENT AND 
CAUTION TO AVOID ACCIDENT- 
CAUSING SITUATIONS! 





ESTABLISHES HIS 
ARGUMENT BY NOISE 
AND COMMAND, SHOWS \ 
THAT HIS REASON iS WEAK!" 
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The Story of Higher Rates 


The following is a speech delivered 
by Mr. Leslie at the 1951 Joint Con- 
vention of the International Assn. of 
Casualty ¢ Surety Underwriters and 
the National Assn. of Casualty Agents. 
It is reprinted here in response to many 
requests.—Ed. 





VERYONE in the business is 

deeply concerned over the ad- 
verse underwriting results currently 
being experienced, particularly in 
the liability lines. Everyone knows 
the part inflation has played in 
producing these results and that 
the end is not in sight. The ques- 
tion uppermost in mind is how 
soon and how effectively relief 
can be expected through necessary 
rate adjustments. Are the ratemak- 
ers aware of their responsibilities 
and are they taking the necessary 
steps to keep rates abreast of cur- 
rent conditions? Are the super- 
visory authorities conscious of the 
serious situation and are they giv- 
ing sympathetic consideration to 
rate filings designed to bring re- 
lief? Rather than answer these 
The author—Mr. Leslie has been general 
manager of the National Bureau of Casualty 
Underwriters since 1936. During the early 
years of his insurance career he was an 
actuary in the Calif. State Compensation In- 
surance Fund and the N. Y. Insurance Dept. 
From 1923-1929 he served as general man- 
ager of the National Council on Compensa- 
tion Insurance, later became executive vice 


president of Associated Indemnity Corp. of 
San Francisco. 
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questions categorically, I am going 
to use them as a background for a 
discussion of the automobile liabil- 
ity rate situation, as I think that 
such discussion will be sufficiently 
revealing for you to draw your 
own conclusions. Before doing so, 
however, I wish to say just a few 
words about casualty ratemaking 
in general. 

The starting point of sound rate- 
making is, of course, reliable sta- 
tistical records of past experience. 
The form these records take may 
vary according to the characteris- 
tics of the particular kind of insur- 
ance for which they are to be used. 
For such important casualty lines 
as workmen’s compensation and 
third party liability insurance, the 
statistics are reported on a policy 
year basis—that is, losses are re- 
lated to the policies under which 
they are incurred. This means that 
it takes two calendar years to ob- 
tain the complete experience for 
all policies issued in a particular 
year. In the case of automobile 
liability insurance written on a 
specified car basis, it has been 
found practicable to bring the ex- 
perience nearer to date by obtain- 
ing a report for the incomplete 
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policy year at the end of the first 
12 months. But even so, there is 
a seemingly inescapable time lag 
between the period covered by the 
data and the date of review for 
ratemaking purposes. For example, 
the statistical plans call for the 
reporting of automobile liability 
experience at the middle of the 
year, which is six months after the 
end date covered by the experi- 
ence. The carriers have their own 
internal problems in turning out 
statistics and consequently, be- 
tween delays in reporting to the 
National Bureau of Casualty Un- 
derwriters and the time consumed 
in auditing the reports and getting 
errors corrected, it is usually at 
least two months after the due date 
before tabulations can be started, 
and another two months before 
the finished product, with all the 
necessary calculations, can be pre- 
sented to committees for considera- 


tion. 
BRIDGING THE GAP 


Under normal conditions this lag 


can be viewed without misgiv- 
ings, as the movement of rate 
levels will not be expected to be 
constantly in one direction, so that 
the ups and downs will tend to bal- 
ance out and hence the lag will be- 
come relatively unimportant. But 
under abnormal conditions the 
picture is completely changed, and 
steps must be taken to bridge the 
gap between this past experience 
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and the period in which the rates 
are to be used. 

The reporting of past experi- 
ence in sufficient detail for the de- 
termination of rate relativities by 
class and territory does not by any 
means preclude the use of more re- 
cent and less detailed data or 
other supplementary information 
in bringing the over-all rate level 
to a current basis. This has been 
recognized for years in the field 
of compensation insurance where 
changes in economic conditions 
have a pronounced effect upon 
the required rate structure. At the 
present time, the National Coun- 
cil on Compensation Insurance and 
the various independent bureaus 
apply to the policy year expe- 
rience a rate level adjustment fac- 
tor derived from the latest avail- 
able calendar year experience. 
Similarly, for other casualty lines 
when an outside influence like in- 
flation is raising loss costs, it is im- 
perative that the policy year ex- 
perience be projected to the an- 
ticipated level of such costs. This 
is definitely contemplated by rat- 
ing laws which, in laying down 
the standards for ratemaking, state: 
“Due consideration shall be given 
to past and prospective loss experi- 
ence within and without this state.” 
Prospective loss experience means 
just what it says. In some cases it 
can be supported by tangible facts; 
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in others it may rest upon informed 
judgment. 

Now let me turn from the gen- 
eral to the specific and present 
certain aspects of the situation in 
the automobile liability insurance 
field. It is a matter of common 
knowledge that we have been go- 
ing through the arduous process of 
increasing rates to reflect the needs 
of current conditions. But there are 
several questions that immediately 
come to mind. Will the new rates 
prove adequate? Are proper steps 
being taken to keep rates continu- 
ously abreast of current conditions? 
Why does it take so long to get re- 
vised rates into effect? Please do 
not expect a definite answer to the 
first question. Instead, let me give 
you the background which led to 
the current rate revision program, 
the basis upon which the rates have 
been established, and other facts 
pertinent to the question. 

You will recall that automobile 
liability rates were sharply reduced 
on a judgment basis in 1942, in 
anticipation of the beneficial effect 
of gas rationing upon accident fre- 
quency. For the three calendar 
years 1942, 1943 and 1944, under 
gas rationing, stock companies en- 
tered in New York State reported 
in the Casualty Experience Exhibit 
an underwriting profit for auto- 
mobile bodily injury and property 
damage combined amounting to 
$71,000,000 in round numbers. 
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With the elimination of gas ration- 
ing, a good case could have been 
made for immediate return to the 
pre-war rates, but, influenced per- 
haps by this substantial profit, 
arguments were advanced for a 
more gradual return to the pre-war 
rate level. Figures were available 
even then, showing that average 
claim costs had risen since the pre- 
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war period, but it was believed this 
would be offset by the continuation 
of low claim frequency for some 
time to come. This turned out to be 
a serious error in judgment, for 
even though claim frequency did 
not climb any faster than expected, 
the cost of claims, particularly for 
property damage, increased at an 
alarming rate. 
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An underwriting loss of $31,- 
000,000 in 1945 was followed by 
an underwriting loss of $79,000,- 
000 in 1946. Part of this loss was 
due to the fact that policies in ef- 
fect at the termination of rationing 
had to be carried to expiration at 
the low rationing rates at which 
they had been written. But a large 
part of the loss was clearly trace- 
able to increased claim costs and 
claim frequency. Statistical plans, 
which had been eliminated during 
the war period because of the 
shortage of help and machine 
equipment, were reinstated be- 
ginning with policy year 1946, but 
the first experience reported under 
such plans was not available for 
review until early in 1948. In the 
meantime, two further revisions 
were made on a _ semi-judgment 
basis, one in 1946 and another in 
1947. These revisions were sup- 
ported by figures showing com- 
parative claim costs and claim fre- 
quencies. But rates were still lag- 
ging behind rising loss costs, as evi- 
denced by a reported underwriting 
loss of $48,000,000 in 1947. 


PicrurRE IMPROVED BRIEFLY 


In both 1948 and 1949, further 
revisions were made, based upon 
reported post-war classification ex- 
perience. In the 1949 revision, the 
property damage experience was 
projected by using factors derived 
from an index of average claim 
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costs. While there was a further 
underwriting loss of $12,000,000 
in 1948, the picture changed in 
1949, with a reported underwrit- 
ing profit of $29,000,000, the first 
black figure since 1944. Things now 
looked brighter, as it appeared that 
at long last rate levels had over- 
taken the inflationary spiral, and 
that henceforth normal ratemaking 
procedures based upon policy year 
experience could be followed. In 
1950, the only rate change in a 
majority of the states was that re- 
sulting from modifications in the 
private passenger rating plan de- 
signed to redistribute costs so that 
risks involving drivers under the 
age of 25 would pay a larger share. 

We come now to the latter part 
of October 1950, at which time the 
experience for policy years 1946 
through 1949 was presented to the 
Automobile Rating Committee for 
rate revision review purposes. Along 
with these policy year figures, 
there was also available the exhibit 
of calendar year figures on a coun- 
trywide basis, showing ratios of in- 
curred losses to earned premiums, 
which the National Bureau has 
been collecting from the carriers on 
a quarterly basis over a number of 
years. For the 12-month period 
ending June 30, 1950, the bodily 
injury loss ratio indicated by these 
figures, after adjusting the pre- 
miums to a current rate basis, was 
54.4%, or one point below the per- 
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missible loss ratio of 55.4%. For that 
same 12-month period, the prop- 
erty damage loss ratio, with a sim- 
ilar adjustment of the earned pre- 
miums to a current rate basis, was 
50.7%, or likewise one point below 
the permissible loss ratio of 51.7%. 
There was nothing alarming in 
these figures. There was nothing 
to indicate the need for any trend 
or projection factor, so the com- 
mittee proceeded with its work on 
the normal basis of keying the rate 
level to the mean of the two latest 
available policy years. 


Loss Costs Jump 


But even while this work was 
going on, reports began coming in 
from various carriers that there 
had been a violent upswing in loss 
costs, both bodily injury and prop- 
erty damage, immediately follow- 
ing the outbreak of the Korean war. 
At first it seemed that this might 
be only a temporary flare-up, but 
it was decided to call a halt in rate 
revision activities until the facts 
could be determined. The wisdom 
of this course is clearly evidenced 
by the events that followed. The 
countrywide calendar year loss ra- 
tios reported for the fourth quarter 
of 1950 were substantially higher 
than for the preceding quarters, 
bringing the loss ratio for the full 
year well above those for the two 
preceding years. That was true for 
both bodily injury and property 
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damage. On the basis of the up- 
ward trend in these calendar year 
loss ratios, it was calculated that a 
factor of 1.16 for bodily injury and 
a factor of 1.09 for property dam- 
age would be necessary to project 
1948-1949 policy year experience 
to the 1950 level. Recognizing that 
the trend would not necessarily be 
the same in each state and that 
regulatory authorities could quite 
properly question the applicability 
of factors based solely upon coun- 
trywide data, without any support- 
ing state information as to trend, a 
special call was issued for the filing 
of comparable calendar year loss 
ratio data by state. From the fig- 
ures so reported, a so-called cur- 
rent cost factor was computed for 
each state, separately for bodily in- 
jury and property damage, which 
when applied to 1948-1949 policy 
year experience would project it to 
the level of the state’s own 1950 
costs. 

But the delay occasioned by 
awaiting the response to this spe- 
cial call carried us well along into 
the first quarter of 1951 before we 
could resume our ratemaking ac- 
tivities. Complaints again were be- 
ing registered by companies con- 
cerning their 1951 loss ratios, the 
general tenor of which was that 
while the fourth quarter of 1950 
had been bad, the first quarter of 
1951 showed signs of being very 
much worse, particularly for prop- 
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erty damage. Doubts were ex- 
pressed that projection to the aver- 
age level of 1950 costs would come 
anywhere near meeting the situa- 
tion. 

When the counirywide loss ratio 
figures for the first quarter of 1951 
were obtained toward the end of 
April, they bore out these forebod- 
ings. The loss ratio for bodily in- 
jury was 61.6% and for property 
damage, 75.3%. Over the years the 
property damage loss ratio report- 
ed for the first quarter of the year 
has always been substantially high- 
er than in any succeeding quarters, 
but even when modified to reflect 
that fact, it was found that a factor 
of 1.158 would be needed to bring 
calendar year 1950 to the level of 
the first quarter of 1951. For bod- 
ily injury, the corresponding factor 
was 1.078. On a countrywide basis 
the combined factor to project ex- 
perience from the level of policy 
years 1948-1949 to the first quarter 
of 1951 was 1.25 for bodily injury 
and 1.26 for property damage. 

Although we had no similar ex- 
perience broken down by states for 
the first quarter of 1951, it was de- 
cided that the situation was so seri- 
ous, and the need for immediate re- 
lief so imperative, that we would 
have to rely upon the countrywide 
data for the further projection of 
the state experience to the level of 
the first quarter of 1951, and would 
have to do our best to convince 
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state authorities of the reasonable- 
ness of that course. Accordingly, 
the final projection factors were a 
combination of state and country- 
wide indications. 

Beginning in May of this vear, 
rate revisions have been prepared 
and filed in 41 states and terri- 
tories. The remaining 11 include 
Massachusetts, where rates cus- 
tomarily become effective on Jan- 
uary 1 because of the compulsory 
insurance law for bodily injury; 
Texas, where we do not act as an 
automobile ratemaking body; Vir- 
ginia and North Carolina, for which 
revisions had been developed ear- 
lier without the current cost factor, 
but for which new filings are being 
prepared including such factor; and 
the following, for which even the 
projected experience did not war- 
rant any rate change, namely, 
Alaska, Idaho, Montana, Nebraska, 
North Dakota, Utah and Wyoming. 


RATES GENERALLY APPROVED 


To date, revised rates have be- 
come effective in all but six of the 
41 states and territories where pro- 
posed. West Virginia and Puerto 
Rico disapproved the filings. In the 
states of Kentucky, Pennsylvania 
and Wisconsin, and in the Terri- 
tory of Hawaii, they are still under 
consideration. New filings will be 
made in West Virginia and Puerto 
Rico if the calendar year experi- 
ence for the first six months of 
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1951, which is now being obtained 
on a state basis, indicates justifica- 
tion for increased rates. Hearings 
were held in Tennessee, Iowa and 
Oklahoma before the revised rates 
became effective—elsewhere infor- 
mal conferences were sufficient to 
convince the supervisory authori- 
ties of the reasonableness of the 
proposals. 


AUTHORITIES RECEPTIVE 


We have nothing but the highest 
praise for the manner in which the 
supervisory authorities and _ their 
rating department staffs reacted to 
these filings. Sure, they wanted to 
be shown and they sought answers 
to many questions. It wasn’t a case 
of rubberstamp approval by any 
means, but they grasped very read- 
ily the necessity for recognizing a 
projection factor, and practically 
all questions revolved about the 
determination of the factor itself. 
There was general insistence that 
if experience trends were to be 
recognized in the ratemaking pro- 
cedure, they should be followed 
when the trend is downward, just 
as readily as when the trend is up- 
ward, In general terms, they are 
sold upon the principle of respon- 
siveness of rates to current condi- 
tions—a principle with which we 
are in full accord upon the under- 
standing that no hard and fast 
formula shall be employed and that 
opportunity for the exercise of 
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sound judgment shall be retained 
as an essential element in the rate- 
making procedure. 


Now, what is the result of all 
these activities? Related to the 
premiums in the states where re- 
visions were filed and have become 
effective, the private pasenger rate 
increases average 19.9% for bodily 
injury and 14.3% for property dam- 
age, or 17.9% for bodily injury and 
property damage combined. Re- 
lated to countrywide premiums, 
exclusive of Massachusetts, they 
average 16.9% for bodily injury and 
11.8% for property damage, or 
15.3% combined. The countrywide 
increase for commercial cars is 
7.3% bodily injury and 9.4% prop- 
erty damage, or 8.1% combined. 
The total countrywide increase for 
private passenger and commercial 
cars combined is 14.4% for bodily 
injury and 11.0% for property dam- 
age, or 13.38% combined. These 
calculations reflect the distribution 
of the combined business of mem- 
bers and subscribers, by state and 
class. Hence they will not be ac- 
curate for any individual company 
that has a distribution of business 
which differs from these combined 
figures. 

Due to the fact that revised rates 
do not apply to existing business, 
but only to new and renewal pol- 
icies written after the effective 
date, the beneficial results will be 
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relatively slight in the 1951 cal- 
endar year. Although this is gen- 
erally recognized, I wonder how 
many people appreciate how ex- 
tremely small will be the effect of 
the increases already granted upon 
the earned premiums that will go 
into the 1951 annual statements. 
For bodily injury, the 14.4% coun- 
trywide average increase for private 
passenger and commercial cars will 
effect an increase of only 1.2% on 
premiums earned in 1951, and the 
corresponding property damage in- 
crease of 11.0% will effect an in- 
crease of only 0.7% on premiums 
earned in 1951. 

Since these filings have been 
made, we have received the data 
to compile the countrywide cal- 
endar year loss ratios for the sec- 
ond quarter of 1951. Here are 
actual reported loss ratios by quar- 
ters, starting with the fourth quar- 
ter of 1950. For bodily injury, they 
are 62.2% for the last quarter of 
1950; 61.6% for the first quarter of 
1951, and 61.0% for the second 
quarter of 1951. You will note how 
evenly they have run. For property 
damage, they are 60.1%, 75.3% and 
59.5%, respectively. The bulge in 
the property damage loss ratio re- 
ported for the first quarter of 1951 
is partly due to seasonal causes, to 
which reference was made pre- 
viously, and the inference should 
not be drawn from the lower figure 
for the second quarter that a sud- 
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den improvement has taken place. 
If we adjust the premium underly- 
ing these loss ratios to a current 
rate basis — and by current rate 
basis I mean the rates that are in 
effect today reflecting the various 
rate revisions that have been made 
—we find that for bodily injury the 
loss ratios would. be: last quarter 
of 1950—54.7%; first quarter of 
1951—54.3%; second quarter of 
1951—54.0%. These are to be com- 
pared with a permissible loss ratio 
of 55.4%. For property damage 
they would be: last quarter of 
1950—53.8%; first quarter of 1951— 
67.9%; second quarter of 1951— 
54.1%. These are to be compared 
with a permissible loss ratio of 
51.7%. 


No REASON FOR OPTIMISM 


Thus, if we were attempting to 
answer the question, “Will the new 
rates prove adequate?” we would 
have to say, on the face of these 
figures, that they are seemingly 
adequate for bodily injury but de- 
ficient for property damage. But it 
must be remembered that bodily 
injury loss costs have lagged be- 
hind price increases, and therefore 
we should anticipate a continued 
increase in loss costs even without 
a further increase in prices. As the 
latter seems inevitable, there is no 
reason to be optimistic about our 
present rate levels. In fact, we 
have already been told by several 
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important carriers that their coun- 
trywide results for the month of 
July were worse than for any month 
of the first half of the year. 

As to whether or not steps are 
being taken to keep abreast of cur- 
rent conditions, I would first point 
out that arrangements have been 
made for the reporting of supple- 
mentary information as a regular 
part of our statistical calls. No 
longer will it be necessary to make 
a special call to obtain such infor- 
mation. At all times we will have 
up-to-date information on average 
loss cost trends, claim frequency 
trends and calendar year experi- 
ence, by quarterly intervals coun- 
trywide and by semi-annual inter- 
vals by state. In order to furnish 
this information, carriers have had 
to make changes in their statistical 
procedures at considerable addi- 
tional expense. 

Although it is desirable during 
normal times to revise rates just 
once a year, there is no reason why 
revisions should not be made more 
frequently if the conditions war- 
rant. Accordingly, our present fil- 
ings were made with the under- 
standing that they represented an 
emergency increase, and that an- 
other review would be made as 
soon as the 1950 policy year ex- 
perience becomes available. That 
should be about November of this 
year, and consequently we intend 
starting at that time to go through 
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another round of revision for all the 
states and territories. These revi- 
sions will involve consideration of 
territorial and class readjustments 
based upon policy year experience 
through 1950, and will also in- 
clude a review of the bodily injury 
and property damage rate levels 
based upon the trend of experience 
as indicated by the latest available 
calendar year figures. If we have 
missed the mark in any of the 
states for which we have just fin- 
ished revising rates, the correction 
will come at an early date. 


PROFIT AND CONTINGENCIES 


At this point mention should be 
made of the proposed introduction 
of a uniform 5% provision for un- 
derwriting profit and contingencies 
in all rates (other than workmen’s 
compensation) made by the Na- 
tional Bureau. This would be an 
increase of two and one-half points 
in the provision presently included 
in automobile liability rates, and 
thus provide a slight additional 
margin against the contingency of 
a continued upward loss trend. This 
proposal has yet to be cleared with 
state authorities as a part of any 
actual rate filings, but it is difficult 
to see how there could be serious 
opposition on their part. 

Aside from the demonstrable 
necessity of some provision solely 
for contingencies, it can be readily 
and definitely shown that if the 
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contingencies do not arise and the 
whole provision is realized as an 
underwriting profit, it would repre- 
sent a very modest return to stock- 
holders for exposing their capital 
in this risk business. Related to 
stockholders’ equity for 65 repre- 
sentative stock casualty companies, 
the average return after Federal 
taxes would be only 3.7%. We hold 
with other branches of the industry 
that investment earnings have no 
bearing upon the determination of 
a reasonable underwriting profit 
loading on a risk business such as 
insurance. The fact that stock cas- 
ualty companies entered in New 
York State had an underwriting 
loss on their countrywide automo- 
bile liability business of $151,000,- 
000 for the six-year period, 1945- 


1950, is proof positive that this is a 
risk and not an investment busi- 


ness. 

There is nothing in the insurance 
laws of any state that compels an 
insurance company to invest its 
money. If management decides for 
reasons of its own to maintain large 
cash balances or to invest in low 
interest rate government securities, 
that is a matter for its own discre- 
tion. But the company is still en- 
titled to use rates that contain a 
reasonable margin for underwriting 
profit, regardless of its investment 
policy, At the request of a subcom- 
mittee of the National Association 
of Insurance Commissioners, which 
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was considering the propriety of a 
proposed profit provision of 2.5% 
for workmen’s compensation in- 
surance, calculations were made by 
the National Council on Compen- 
sation Insurance to determine on 
the average for all stock companies 
the relationship of interest earnings 
to stockholders’ equity. Following a 
similar pattern, we have found that 
for other casualty lines interest 
earnings after Federal taxes would 
be approximately 2.3% of stock- 
holders’ equity. Combined with the 
figure of 3.7% derived from the 
underwriting profit provision, we 
get a figure of 6%. Compared with 
other businesses, this is extremely 
low. The Federal Trade Commis- 
sion, in a widely publicized report 
dated June 27, 1951, shows rates 
of return, after taxes, on stock- 
holders’ investments for 25 selected 
manufacturing industries for the 
years 1940, 1947, 1948 and 1949. 
They merit study by anyone who 
would challenge 6% as being too 
high. The average of the 25 indi- 
vidual rates of return was 11.0% for 
1940, 15.6% for 1947, 16.6% for 
1948, 13.0% for 1949 and 16.3% for 
1950. 


Excess Limits TABLES 


Any discussion of automobile 
liability rates would be incomplete 
without some reference to the ex- 
cess limits tables. Concern over the 
adequacy of the tables, first ex- 
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pressed by reinsurance carriers, has 
spread to many of the primary 
writers, particularly those that have 
been faced with revision of their 
reinsurance contracts, calling for 
either higher premiums or larger 
retentions. When the reinsurance 
carriers first discussed with us the 
possibility of increasing excess lim- 
its charges, we pointed out that, 
prior to the war, experience had al- 
ways shown that the tables con- 
tained a substantial cushion against 
adverse developments and that the 
increases which had been made in 
basic limits rates since the war 
would correspondingly increase the 
excess limits premiums. In turn, the 
reinsurance companies pointed out 
that increasing claim costs have a 
double-barrelled effect on excess 
losses—not only are such losses di- 
rectly but additional 
losses are thrown into the excess 
bracket. On their own figures, the 
reinsurers also experienced a high- 
er increase in the average cost of 
excess losses reported to them than 
had been shown by the National 
Bureau’s figures based on _ total 
claim cost. For both of these rea- 
sons, the reinsurance companies 
were not satisfied that the per- 
centage increases that were being 
obtained in basic limits rates would 
produce adequate excess limits 
premiums. 


increased, 


While excess limits losses are re- 
ported to the Bureau as a part of 
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the regular statistical call, excess 
limits premiums are reported only 
upon special call. Over the years it 
has been found that the proportion 
of total premiums represented by 
excess limits premiums does not 
vary to any significant extent from 
year to year. Hence we do not im- 
pose upon the carriers the burden 
of reporting such premiums every 
year. However, being strongly im- 
pressed by the case presented by 
the reinsurers, we issued a special 
call for post-war excess limits ex- 
perience. But even with losses 
projected to a 60-months develop- 
ment basis by factors furnished by 
the reinsurers, no statistical justi- 
fication was found for increasing 
the tables. Only with this year’s 
tabulations, which have just been 


completed, have we had figures 


showing an inadequacy in any area 
of the excess limits field. Experi- 
ence now available shows that on 
commercial cars as a group the 
present tables are inadequate. It 
also shows a definite upward trend 
for private passenger cars. From 
1946 to 1948, the increase in ex- 
cess limits loss ratios has been al- 
most half again as great as the in- 
crease in basic limits loss ratios. 
This experience is now being stud- 
ied by our Automobile Liability 
Rating Committee. 

With the exception of one state, 
the excess limits tables are uniform 
countrywide. Consequently, the ex 
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perience upon which we have re- 
viewed the adequacy of the tables 
is likewise on a countrywide basis. 
Recently, however, in Texas, where 
the state authorities make the rates, 
the carriers have been asked to 
furnish excess limits experience for 
that state alone. A similar call has 
since been issued by the Oklahoma 
authorities. To avoid a multiplicity 
of such calls and to utilize the 
broadest possible base for estab- 
lishing excess limits tables, it be- 
hooves us to move promptly to 
some definite conclusion as to 
what, if anything, can and should 
be done with the tables. One point 
made by the local Texas com- 
panies, in seeking an up-to-date 
study of Texas excess limits experi- 
ence, is that the Texas basic limits 
rates are relatively low as com- 
pared to many other sections of 
the country, which means that the 
charges for excess limits, expressed 
in dollars, are also relatively low. 
This may not be a sound reason for 
using different excess limits per- 
centages in Texas, but it does sug- 
gest the possibility of securing 
more dollars in low rated territories 
by making the percentage charges 
subject to certain minimum charges 
for all increases in limits. This 
principle is now followed for high 
limits which are handled on an “a” 
rate basis, and it would be desir- 
able to investigate the possibility 
of its application on a practicable 
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basis for the lower limits as well. 
This would certainly answer one 
well merited criticism of present 
excess charges, namely, the trifling 
amount of the additional premium 
for substantial increases in limits. 
If an increase in limits is made 
after the policy is issued, both the 
company and the agent lose money 
on the transaction, as the addition- 
al premium is not enough to cover 
the cost of handling. 


PusBLic RELATIONS 


The closing chapter in this dis- 
cussion has to do with a public 
relations angle. With the advent of 
universal rate regulation, we felt it 
more than ever essential to work 
closely with producers’ organiza- 
tions in order to have their support 
and cooperation in our dealings 
with the rate regulatory authorities. 
One essential ingredient to success 
in this direction was the dissemina- 
tion of information as to the rea- 
sons and the basis for rate changes. 
Accordingly, we arranged to fur- 
nish to the secretaries of the vari- 
ous state agents’ associations a pub- 
licity release a week or ten days be- 
fore revised rates became effective. 
This release would enable the sec- 
retary to obtain appropriate pub- 
licity in the daily papers by pass- 
ing the information along to the 
heads of local associations of agents 
in various communities of the state. 
The same publicity release was al- 
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so sent to the state supervisory 
authorities so that they could han- 
dle its distribution if they pre- 
ferred to do so. 

Recognizing that the proposed 
automobile liability rate increases 
required an exceptionally high de- 
gree of public education as to the 
whys and wherefores, we sought 
the assistance of the public rela- 
tions department of the Association 
of Casualty and Surety Companies 
in the preparation and distribution 
of informative releases to the daily 
papers for publication on the date 
the revisions became effective. The 
results have been highly satisfac- 
tory. 


Rate News Is Live News 


The press quickly recognized 
that information about insurance 
rates is live news. In the great ma- 
jority of cases, our releases received 
front page display. An astonishing 
number of newspapers supported 
our statements editorially, telling 
the people more bluntly than we 
would care to do that they could 
blame themselves, not the insur- 
ance companies, for the boost in 
prices. A number of columnists 
who rarely find much to praise 
about business and industry, com- 
mented in the most favorable 
terms, and we are receiving many 
calls from special writers who want 
additional information. We have 
not found a single instance where 
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the editors, after receiving our 
news release, thought the rate in- 
creases were out of line. It was 
also interesting to find that the edi- 
tors were quite as willing to use a 
release issued in the name of the 
National Bureau, as in the few in- 
stances where the publicity was 
sponsored by the state insurance 
department. 


ProGRAM HELPED AGENTS 


The effectiveness of our pub- 
licity program is indicated by the 
following extract from a letter writ- 
ten by Ralph D. Callister of Utah, 
chairman of the Far West Agents’ 
Conference, to the members of the 
Executive Committee of that or- 
ganization: 

One of the main functions of 
the Conference during the past 
few years has been our effort to 
secure advance notice of rate re- 
visions, together with the reasons 
necessitating such changes. This 
was to enable us to intelligently 
inform our members on the re- 
lease date of these changes, so 
that the insurance buying public 
could be advised of the facts. 

We have always received splen- 
did cooperation from the National 
Bureau of Casualty Underwriters 
in this regard. Recently, drastic 
rate increases on automobile bod- 
ily injury liability and property 
damage liability became effective 
in many of the Far West States. 
The action of the Bureau in giv- 
ing the agents and the public the 
full facts as to the necessity and 
justification of the increase, not 
only relieved the agents from an 
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embarrassing situation, but it 
created a new high in good pub- 
lic relations by a rating organiza- 
tion. The results are attested to 
by the fact that although the in- 
creases were somewhat drastic, 
the public reaction has been most 
favorable with few, if any, com- 
plaints. The people do not enjoy 
paying these increased rates but 
when they were given a full ex- 
planation as to why higher rates 
were necessary, they accepted the 
situation as both logical and 
sound. 


Needless to say, such a compli- 
ment is both gratifying and en- 
couraging. But the education of 
the public with respect to rates 
and experience trends should not 
be limited to releases explaining 
specific rate revisions. It should be 
a continuing process, designed to 
pave the way for rate adjustments 
as and when they become neces- 
sary. Stories about inflation and its 
effect upon loss costs, about trends 


in claim frequency, and about ex- 
cessive verdicts, can all be slanted 
in such a way as to emphasize over 
and over again the fact that insur- 
ance carriers are merely the me- 
chanical instrumentalities through 
which these manifestations are re- 
flected in the rates. But this is a 
matter that lies within the province 
of the public relations department 
of the Association of Casualty and 
Surety Companies and, as I hap- 
pen to know, is receiving proper 
attention by that organization. Any 
assistance which the National Bu- 
reau can render through the de- 
velopment of factual background 
information will be cheerfully fur- 
nished, for such a program will 
ease the task that lies before us, 
namely, placing and keeping cas- 
ualty rates on an adequate basis 
despite the obstacles injected by 
our inflationary economy. 


eo 


Contradictory Evidence 


An inmate in an insane asylum was trying to convince 
an attendant that he was Hitler. 
“But, who told you that you were Hitler?” inquired the 


attendant. 


“God did,” replied the inmate. 
“No I didn’t either,” came a voice from the next bunk. 
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“I’m afraid uou’d have to offer more substantial collateral than a birds’-egg 
collection” 





ASSOCIATION OF CASUALTY AND SURETY COMPANIES 


Representatives receive the JOURNAL by courtesy of one or more of the following 
member companies, through whose cooperation its publication is made possible 


te 


Aetna Casualty and Surety Company Aetna Insurance Company 
Agricultural Insurance Company Albany Insurance Company 
American Alliance Insurance Company 
American Bonding Company of Baltimore American Casualty Company 
American Credit Indemnity Company of New York 
American Employers’ Insurance Company 
American Guarantee and Liability Insurance Company 
American Insurance Company American National Fire Insurance Company 
American Re-Insurance Company American Surety Company of New York 
Atlas Assurance Company, Limited 


Bankers fidemnity Insurance Company Boston Insurance Company 


Car and General Insurance Corporation, Limited 
Century Indemnity Company Columbia Casualty Company 
Commercial Insurance Company of Newark 
Connecticut Fire Insurance Company 
Connecticut Indemnity Company 


Detroit Fire and Marine Insurance Company 


Eagle Fire Company of New York Empire State Insurance Company 
Employers Insurance Company of Alabama, Inc. 
Employers’ Liability Assurance Corporation, Limited 
Employers Reinsurance Corporation 
Equitable Fire and Marine Insurance Company 


Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland 
Fire Association of Philadelphia 
Fireman’s Fund Indemnity Company 
Firemen’s Insurance Company of Newark, New Jersey 
Franklin National Insurance Company of New York 


General Accident, Fire & Life Assurance Corporation, Limited 
General Reinsurance Corporation 
Girard Insurance Company of Philadelphia, Pa. 
Glens Falls Indemnity Company Glens Falls Insurance Company 
Globe Indemnity Company Great American Indemnity Company 
Great American Insurance Company 


Hartford Accident and Indemnity Company 
Hartford Steam Boiler Inspection & Insurance Company 
Hawkeye-Security Insurance Company 
Home Indemnity Company Home Insurance Company 
Home Insurance Company of Hawaii, Limited 


Indemnity Insurance Company of North America 
Insurors Indemnity and Insurance Company 


(Continued Next Page) 
63 





ASSOCIATION OF CASUALTY AND SURETY COMPANIES 
(Continued from Preceding Page) 


London Guarantee and Accident Company, Limited 
London and Lancashire Indemnity Company 


Manufacturers Casualty Insurance Company 
Maryland Casualty Company 
Massachusetts Bonding and Insurance Company 
Massachusetts Fire and Marine Insurance Company 
Mechanics and Traders Insurance Company 
Merchants Indemnity Corporation of New York 
Metropolitan Casualty Insurance Company of New York 
Milwaukee Insurance Company of Milwaukee, Wis. 


National Automobile and Casualty Insurance Company 
National-Ben Franklin Insurance Company of Pittsburgh, Pa. 
National Fire Insurance Company of Hartford 
National Surety Corporation National Union Indemnity Company 
New Amsterdam Casualty Company Newark Insurance Company 
New England Insurance Company 
North American Casualty and Surety Reinsurance Corporation 
North River Insurance Company 
Norwich Union Fire Insurance Society, Limited 


Ocean Accident and Guarantee Corporation, Limited 
Ohio Farmers Indemnity Company Old Colony Insurance Company 


Pacific Insurance Company, Limited Phoenix Indemnity Company 


Phoenix Insurance Company Providence Washington Indemnity Company 
Providence Washington Insurance Company 


Quaker City Fire and Marine Insurance Company 
Queen Insurance Company of America 


Rochester American Insurance Company Royal Indemnity Company 


Saint Paul-Mercury Indemnity Company Seaboard Surety Company 
Security Insurance Company of New Haven 
Southern Fire and Casualty Company 
Springfield Fire and Marine Insurance Company 
Standard Accident Insurance Company 
Standard Insurance Company of New York 
Sun Indemnity Company of New York 


Transcontinental Insurance Company Travelers Indemnity Company 
Travelers Insurance Company Tri-State Insurance Company 


United National Indemnity Company United States Casualty Company 
United States Fidelity and Guaranty Company 
United States Fire Insurance Company United States Guarantee Company 


Westchester Fire Insurance Company 
World Fire and Marine Insurance Company 


Yorkshire Indemnity Company of New York 
Zurich General Accident & Liability Insurance Company, Limited 


64 





INDEX OF FEATURES 


Court Decisions, 35 index for 1951, 59 


Insurance Factograms, 44 
News in Pictures, 31 Smile a While, 36 
Take Note, 17 





The Casualty and Surety Journal 


SPONSOR. Published bimonthly by the Association of Casualty and Surety Companies, under 
the direction of its Public Relations Committee. Its purpose is to promote the sale, and 
further the appreciation of stock company coverages; and to publicize the activities of the 
Association that are carried on in the interests of the public, member companies and their 
representatives. Twelfth year of publication. 


SUBSCRIPTION. Representatives of member companies receive the JourRNAL by courtesy of one 

r more of our member companies, through whose cooperation its publication is made possible. 
Additional subscriptions for such persons may be entered at a cost of $1.00 a year. (Be sure to 
state member company affiliation.) To all others interested, $1.50. Orders for N. Y. C., add 3% 
for sales tax; for Calif., outside of San Francisco, 2%%. For San Francisco, all purchasers 
except insurance companies add 3%; insurance companies add 244%. 


OPINIONS. Authors have been invited to express their own personal opinions which are not 
necessarily always those of the Association. 


CHANGE OF ADDRESS. Six weeks are required for change of address to take effect. Please 
be sure to give old as well as new address. 
COPYRIGHT. The entire contents of the Journat are copyrighted, 1951, by the Association of 
Casualty and Surety Companies, N.Y.C. Title registered in the U. S. Patent Office. Material 
appearing in our columns may be reproduced with our permission, subject also to the permission 
of the authors, provided the usual credit is given to Tug Casuatty & Surety Journat. Photo- 
graphs and artwork are copyrighted by syndicates and may not be reproduced without specific 
permission from them 
OFFICES. Editorial and circulation, 60 John Street, New York 38, N. Y. Publication office, 
New York, N. Y. (Advertising is not accepted.) 

Harotp K. Putrps, £ditor EvizaBeta Oumstep, Associate Editor 

ANTOINETTE Mineiia, Circulation Secretary 





CREDITS—Photos: p. 3, Han’v ° Boesser; pp. 5, 13, 23, 29, 
Philip Gendreau, N. Y.; p. 21, - ...ups Studio; p. 27, Oki Seizo; 
pp. 31-34, Acme Newspictures, Inc. Art Work: Hank Roesler, 
Frank Owen, Reamer Keller, J. Cummins, Max Gwin, Horace T. 
Elmo, Bill King. Cover design and spot drawings, M. J. Kopsco. 





Tue Casuatty & Surety JourNAL 
60 John Street 
New York 38, N. Y. 


Return Postage Guaranteed 


PUBLIC LIBRARY 
NEW YORK 
n Y 





Sec. 34.66, P.L. & R. 
U.S. POSTAGE 


Paid 
New York, N. Y. 
Permit No. 10475 




















